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A Conceptual Model for Studying 


Customer Image 


GEORGE FISK 


Associate Professor of Marketing 
University of Pennsylvania 


Since everything about a store, from 
its odor to its merchandise handling, 
either attracts or repels a certain seg- 
ment of the market, image research 
can identify a store’s actual and po- 
tential customers. It can also suggest 
changes in the marketing mix, decor, 
service features, price range, etc., to 
increase the appeal to this particular 
segment. Image research succeeds to 
the degree that it increases the propor- 
tion of people entering the store in a 
state of being ready, willing, and able 
to buy. Thus image research performs 
a “gate keeper” function: nothing 
more. 


The Research Task 


To measure the influence of store 
image on customer states with fidelity, 
a number of customer state determi- 
nants have to be measured simultane- 
ously. In tracing the interaction be- 
tween these other determinants and 
store image, a researcher must: (1) 





express these determinants in a mathe- 
matical system of equations or ine- 
qualities; (2) test the mathematical 
model against the criterion of predic- 
tive effectiveness; and (3) use it (if 
it tests out reasonably well) to predict 
the outcomes of simulated executive de- 
cisions under a variety of assumptions. 

The purpose of this paper is happily 
confined to step one: presentation and 
explanation of the conceptual model 
required to measure the influence of 
image. The usefulness of this model 
in shaping the research program will 
vary, of course, with the size of the 
firm. Even for small firms, however, 
it should provide a superior method of 
organizing records already available as 
aids in balancing elements in the store’s 
marketing mix. 


The Model 


The model consists of two parts 
shown in Figures 1 and 2 respectively. 
Figure 1 shows the relationship be- 
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tween image and other customer state 
determinants. Figure 2 shows major 
measurable determinants of retail store 
image as revealed by the Wharton 
Studies in Retailing.* 

The first and most basic observation 
about the patronage determinant model 
is that it is a model of dynamic inter- 
action in which the end result is cap- 
able of modifying input variables as 
well as the other way around. In this 
model image interacts with other pre- 
dispositions as well as other determi- 
nants of customer state. Without a 
precipitating circumstance to trigger a 
drive state, however, image remains 
latent as a guiding force. Thus image 
is but one of a number of influences 
governing the consumer’s actions. If 
customer behavior is sometimes con- 
trary to what would be predicted 
from favorable store image responses, 
the answer may easily be found in the 
relative strength of image determi- 
nants, not the least of which is the 
operation of the principle of least effort 
operating through locational conven- 
ience. Or there may be frame of refer- 
ence considerations such as income 
limitations that establish boundaries on 
the kinds of customer behavior deemed 
appropriate to a particular purchasing 
act. 

It is highly important to recognize 
the interaction of store image with 
what are termed “frame of reference” 

1 Correspondence with the author is invited con- 
cerning a bibliography of the Wharton Studies in 
Retailing along with code books that will enable 
interested persons to gain access to IBM cards for 
a number of mail, telephone, and personal interview 
sample surveys covering a wide range of shopping 
behavior. Inquiries may be directed to the author 


at the Wharton School of Finance and Commerce, 
University of Pennsylvania, Philadelphia 4, Pa. 


Winter 1961-1962 





variables in Figure 1.2 Too often moti- 
vation researchers pose a problem as 
amenable to solution either by analysis 
of psychological typologies or by what 
is dezisively called “nose counting,” 
which is supposed to be inferior as an 
explanatory and predictive technique. 

As Figure 1 shows, the choice is not 
between psychological methods or 
sociodemographic analysis but between 
numerous possible mathematical ex- 
pressions which include both groups of 
variables. To look at psychological or 
economic considerations only is to re- 
duce needlessly the accuracy of the 
predictions which could be made on 
the basis of more complete information 
about both. Figure 1 stresses the study 
of changes in all of these states if 
changes in patronage behavior are to 
be understood and predicted. To the 
extent that researchers do not employ 
dynamic interaction models they are 
making the hidden assumption that in- 
come, age, and shopping environment, 
customer inventories, and a host of 
other frame of reference variables are 
constant for all consumers. This is 
clearly nonsense, but nowhere in papers 
urging psychological research pub- 
lished by the behavioral scientists is 
this difficulty explicitly analyzed.* 

A second distinguishing characteris- 
tic of the model in Figure 1 is the 
concept of customer state introduced 
originally by operations research ana- 
lysts. It is especially helpful because 
the expected values of the outcomes 
can be measured empirically by a num- 

2See William A. Mindak, “Fitting the Semantic 
Differential to the Marketing Problem,’ Journal of 
Marketing, April 1961, p. 33. 

3 See for example Ernest Dichter, “Seven Tenets 


of Creative Research,” Journal of Marketing, April 
1961, pp. 1-4. 











4 JOURNAL OF RETAILING 


ber of indicators which can then be 
built into prediction models. To be 
in a customer state an individual must 
be ready to buy due te precipitating 
circumstances. She must be willing to 
buy from a particular store because of 
certain expectancies embedded in her 
memory image. She must be able to 
buy due to economic and physical 
enabling conditions and other frame 
of reference variables. 

Empirical measurement of customer 
state takes many diverse forms. First, 
are the verbal statements of intention 
to buy. Second is the record of fre- 
quency of visits to a particular store 
during some reasonable shopping inter- 
val. Third are the amounts of money 
spent in one store compared with its 
rivals. These and related measures can 
be examined to determine the degree 
of agreement among them before se- 
lecting the indicant or indicants to be 
used in actual field studies. 

In addition to measures of persons 
“entering a customer state,” measures 
should be made of persons “leaving 
a customer state” because of some ac- 
tion. For example, adding more store 
clerks and delivery trucks enables a 
store to take care of customers’ orders 
more speedily. Yet it may force a rise 
in price that may, in turn, induce some 
customers to “leave the customer state.” 
Many operations research analysts are 
content to measure customer birth ‘and 
death rates as indicants of customer 
state. In dealing with so intangible a 
determinant as store image, however, 
psychological measures are needed at 
comparable levels of consciousness. 

A third distinguishing feature of the 
model is the adaptation of Clark Hull’s 


systematic behavior theory of learning 
within an environment of long-run de- 
terminants. These establish the limits 
within which image is operative. Such 
determinants include economic, socio- 
logical, and physical characteristics, 
fixed in the short run, but subject to 
long-run changes due to new precipi- 
tating circumstances.* 

Reduced to its simplest form, the 
Hull behavior system postulates that 
an individual wants something (goal 
object), sees something (image), does 
something (instrumental behavior), 
and gets something (reward, reen- 
forcement, and habit formation, or 
nonreward and discouragement from 
repeating the practice). This learning 
behavior must be carried on within the 
frame of reference supplied by the 
three classes of variables at the top of 
the diagram in Figure 1. 

Among the frame of reference de- 
terminants is the retail shopping en- 
vironment. Included here are the 
“marketing mix” variables subject to 
direct manipulation by the merchant 
who seeks to induce consumers to enter 
“customer states.” Store location is 
perhaps the most powerful dimension 
of image and of patronage alike. Other 
shopping environment variables are 
treated as if each retailer had full inde- 
pendence of action. It is the clustering 
of stores at a location, however, plus 
the difference among competing stores 
in prices and merchandise assortments, 
that directs trade between areas and 
stores. These macromarket environ- 
mental variables are measurable. They 
present little difficulty to the retailer 

“For a recent restatement, see E. R. Hilgard, 


Theories of Learning, Second Edition (New York: 
Appleton-Century-Crofts, Inc., 1956), Chapter 5. 

















STUDYING CUSTOMER IMAGE 


FIGURE 2 


THIRTY DETERMINANTS OF COGNITIVE DIMENSIONS 
OF STORE IMAGE 


Cognitive Dimension 





Locational Convenience 


Merchandise Suitability 


Value for Price 


Sales Effort and Store Services 


i 
Congeniality of Store 


Post Transaction Satisfaction 
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Determinants 


Access routes 

Traffic barriers 

Traveling time 

Parking availability on arrival 


Number of brands stocked 

Quality of lines stocked 

Breadth of assortment 

Depth of assortment 

Number of outstanding departments 
within store 


Price of particular item (Z) in a particular 
store 

Price of item (Z) in competing store 

Price of particular item (Z) in particular 
store on sale day 

Prices of substitute products in substitute 
stores 

Trading stamps and patronage discounts 
in kind 


Courtesy of sales clerks 

Helpfulness of sales clerks 

Advertising, reliability, usefulness 

Billing procedure, adequacy of credit 
arrangements 

Delivery promptness and care 

Restaurant, eating facilities 


Store layout 

Store decor and attractiveness of mer- 
chandise display 

Class of customers 

Store traffic and congestion 


Satisfaction with merchandise in use 

Satisfaction with returns and adjustments 

Satisfaction with price paid 

Satisfaction with shopping experience in 
store 

Satisfaction with accessibility to store 
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seeking to appraise his own perform- 
ance as long as he is aware that while 
they are beyond his ability to control, 
they also influence customer behavior 
with respect to his store. Thus they 
must be explicitly introduced in func- 
tional equations describing customer 
behavior. 

What about using image as a pre- 
dictive variable within the conceptual 
model just described? Here we dis- 
tinguish between the dimensions of 
image that are responsible for inducing 
a customer state and those which are 
not. Much psychological research’ has 
focussed on irrelevant dimensions that 
|have little, if any, influence on patron- 
age.® Even if we succeed in identifying 
the relevant dimensions, we are con- 
fronted with the further task of speci- 
fying their relative importance or 
interaction. 

Researchers have not yet accom- 
plished the first part of this task. 
Much of the literature reveals the de- 
light of discovery of new variables 
which have a bearing on store image. 
However, management cannot wait for 
research to provide the answers. Man- 
agement must daily subject its intuitive 
predictions to the test of the market 
place. Consequently, however imper- 
fect their answers may be, researchers 
must provide some information on the 
relative importance of each image di- 
mension as well as on the identity of 
the relevant determinants. Otherwise 
they cannot give guidance to retailers 
seeking to employ this concept in de- 
cision making. The purpose of the 


© Proceedings of the Fourteenth Annual Confer- 
ence, American Association for Public Opinion Re- 
search, Public Opinion Quarterly, Fall 1959, p. 426. 


concluding section is to provide a 
foundation for such analyses. 


Determinants of Image 


Research findings of the Wharton 
Studies indicate that six dimensions of 
image are relevant to customer patron- 
age: locational convenience, merchan- 
dise suitability, value for the price paid, 
adequacy of store services, congeniality 
of the store, and satisfaction with the 
purchase after the transaction is com- 
pleted. It is not easy to determine the 
relative importance of, or interaction 
between, these variables. Only a few 
low-level-generalizations can be ven- 
tured. Figure 2, however, shows thirty 
determinants of each of the image di- 
mensions contributing to the desired 
customer state. 

Figure 2 is intended to portray the 
relationship between cognitive dimen- 
sions of image and the determinants 
of these dimensions. Hopefully these 
will be useful in constructing question- 
naires and observational forms for the 
collection of data. From the data, in 
turn, acceptance threshold levels can 
be calculated. 

Once the preference threshold level 
has been reached for the relevant image 
variables, they can be expressed as ex- 
pected values for population samples 
drawn from each distinct segment of 
the total market. The expected value, 
it will be remembered, is simply the 
proportion of persons indicating some 
behavior or other characteristic. It is 
a measure of average behavior. As for 
the influence of image determinants on 
customer states, preference thresholds 
vary among market segments. That is, 
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FIGURE 3 


COMPARISON OF EXPECTED VALUES OF PREFERENCE THRESHHOLDS FOR 
: CUSTOMERS WHO SPENT THE MOST MONEY AND THE WORKING 
MAN'S STORE AND THE CARRIAGE TRADE STORE, AND 
WHO CONSIDERED STORE "BEST"* 


PREFERENCE THRESHHOLD © PER CENT OF CUSTOMERS NAMING STORE AS BEST 


W = working man's store 


Locational Convenience 


T = carriage trade store 





0.00 





0.00 





0.00 





0.00 





0.00 





T W 
. . . 1.00 
025 260 75 
Merchandise Suitability 
T 
‘“ ° 1.00 
0425 2875 
Value for Price 
T Ww 
e . 1.00 
75 093 
Seles Effort and Store Services 
Ww T 
2 . 1.00 
025 75 
Congeniality of Store 
W W T 
= _ J 1.00 
250 092 
Post Transaction Satisfaction 
wT 
iil a 1.00 
280 .90 


*Percentages have been changes to conceal store identity. 


customers exist in relatively different 
circumstances as measured by frame 
of reference variables. Thus the ex- 
pected values of the image determi- 
nants shown in Figure 2 must be 
measured empirically for each market 
segment. Only in this way can they 
be used to develop predictive models. 

Figure 3 shows expected values of 
the preference thresholds for the six 


Winter 1961-1962 


dimensions of store image. To provide 
a contrast we chose the working man’s 
store and the carriage trade store. As 
it happens, this illustration is based on 
department store patrons. However, 
we could have used discount houses, 
supermarkets, or any other retail es- 
tablishments. 

The data in Figure 3 are calculated 
from patronage in the store in which 
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the most money was spent in the year 
preceding the date of interview. Our 
measures of stores that people say they 
are ready, willing, and able to shop in 
are at variance with stores that they do 
enter. Thus the entry of consumers 
into customer states is difficult to infer 
from behavioral measures, and custo- 
mer-state statistics are difficult to 
verify. It is particularly hard to obtain 
stable measures of psychologically 
antecedent states. This difficulty might 
be surmounted if we were able to con- 
vert to a personal interview consumer 
panel operation—provided, of course, 
that the costs involved would justify 
the expenditure of effort. 

Customer “death rate” information 
is more easily obtainable. People tell 
quite accurately not only the stores that 
they stopped patronizing in the past 
year, but are quite articulate in ex- 
plaining why. “I shopped in ’s 
for twenty years until I bought a girdle 
that wasn’t right. I took it back and 
they wouldn't exchange it. I haven't 
been back there since.” 

Suggested here is a fresh approach 
to the measurement of transitional 
states involved in “birth—-death” rela- 
tionships. We have in the design stage 
a predictive model using all the de- 
terminants of image in Figure 2. This 
should tell us indirectly, by structured 
nondisguised techniques, whether the 
consumer seems to be entering a cus- 
tomer state for a store she has not 
previously patronized, even ii “she her- 
self is unable to predict what she 
will do. 

Also on the agenda of unfinished 
business is the weighting of the con- 
tribution of each of the determinants 





of the cognitive dimensions shown in 
Figure 2. Rather than delay our re- 
search program we have acted as if 
the measures we have are reasonably 
close approximations to situations of 
consumer choice. In Figure 3 location 
is prepotent among the perceptions 
guiding shoppers to one store or 
another. : 

Our research has shown some inter- 
esting variations in the determinants of 
locational convenience. For example, 
we find that people in the extreme sub- 
urban communities regard suburban 
communities closer to the core of the 
city as central shopping places. Simi- 
larly, the people living near these sub- 
urban centers look to the downtown 
store for the same kinds of merchan- 
dise. Thus judgments of the “best as- 
sortment of women’s clothing” are 
made relative to the distance between 
the nearest shopping facilities and 
those at a distance that does not in- 
volve passing through a second shop- 
ping center. Clearly a “Reilly’s Law” 
relationship holds here. 

However, a second determinant of 
locational convenience is the access 
route to a store. We have found nu- 
merous well-to-do New Jersey shop- 
pers bypassing our center city stores 
because turnpikes will carry them di- 
rectly into a swanky cluster of high 
fashion suburban stores on the out- 
skirts of Philadelphia. In contrast to 
the residents of outer suburbs who 
must pass through a more centrally 
located suburban shopping center, the 
New Jersey residents have the oppor- 
tunity to bypass center city traffic 
lights, congestion, and parking prob- 


(Continued on page 54) 














Taking the Mystery Out of 


Electronic Data Processing 


HENRY F. SHERWOOD 


Special Assistant to Vice President, Marketing 
Burroughs Corporation 
Detroit, Michigan 


The inner workings of electronic 
data processing need not be understood 
in order to use the equipment, any 
more than we have to be television 
technicians in order to enjoy our home 
sets. But to understand on the surface 
how a computer works, we ca. com- 
pare it, first, to human operators, and 
then to mechanized data processing. 

The five essential components of a 
computer are these: input, storage, 
control, program, and output. To un- 
derstand these, compare them to the 
steps a human billing machine operator 
takes in preparing a statement. 

The input occurs when the girl keys 
the operation. Storage is present in 
her drawer of reference materials, 
such as tables of interest charges. The 
control over the entire billing operation 
is exercised by the girl herself. The 
program consists of the instructions 
which she has—to do this under cer- 
tain conditions; to do something else 
under given other conditions. The 
output, of course, is the statement. 

In mechanized data processing, we 

* Based on a series of lectures delivered by the 
author at the University of Detroit during the 
academic years 1956 and 1957. At the time of 
writing this article, the author was manager of the 


Retail Data Processing division of Touche, Ross, 
Bailey, and Smart. 


Winter 1961-1962 





have similar basic elements. /nput here 
is the punched card containing the 
basic data as prepared for the machine. 
Storage is relatively limited, and is re- 
ferred to as external programming 
simply because the wiring is outside of 
the machine. Control is exercised by 
the human beings who move among 
the various sorting, collating, or tabu- 
lating machines to see that they are 
functioning properly. Output is the re- 
sulting punched card with original data 
correlated according to instructions. 

In electronic data processing, input 
may be either a punched card or some 
higher speed input. Then there is 
storage. Here the significant difference 
is that it is largely internal, practically 
analogous to the human brain. That is, 
it represents internal storage (or mem- 
ory) to man, whereas the desk drawer 
contains his “external” or reference 
storage. “Memory,” or, if you like, 
storage accepts information which can 
be placed in a machine to be retained 
there. 

Electronic data processing also re- 
quires a program, but here there is a 
difference. It is internal, much like a 
person’s memorizing an exact sequence 
of instructions. Control is also signifi- 
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cantly different because the human be- 
ing is no longer required to move 
among many machines. The computer 
operates with a minimum of human 
intervention. 


Programming the Computer 


Programming, as indicated above, is 
simply telling a computer what to do. 
It is similar to giving specific, detailed, 
step-by-step instructions to your billing 
clerk. You must write out its instruc- 
tions in precise detail, providing for all 
alternative courses of action in order to 
provide for any contingency. 

The computer derives power from 
its built-in ability to make selections, 
which seem almost like logical deci- 
sions. These concern magnitude, equal- 
ity, and the like. Obviously, whatever 
logical ability seems to be coming from 
the computer has come originally from 
the human beings who designed it, and 
currently from the person who is pro- 
gramming it. When programmed cor- 
rectly, the computer can compare two 
numbers, determine if these are equal, 
and if they are, do one thing, or 
if they are not, do something else. 
Given certain conditions, it can trans- 
fer numbers, and in other conditions 
refrain from transferring. Finally, 
when certain conditions are met, it can 
modify its own program. 

Formerly, every step in machine 
language had to be defined in great 
detail. The trend today is away from 
programming in “absolute” machine 
language. Soon it will be possible to 
write programs in the English lan- 
guage, leaving translation into machine 
language to the computer. 


Storage (Memory) 


Storage, it will be recalled, is com- 
parable to the interest tabulation tables 
kept in a desk drawer by the billing 
machine operator. Electronic data 
processing has a sizable amount of 
“storage” as contrasted to the contents 
of the average desk drawer, or cer- 
tainly to the “storage” of mechanical 
equipment. Large storage is necessary 
to “remember” the program, provide a 
place to keep data placed in the ma- 
chine, and provide for manipulating 
information based on the program. 

Storage today consists primarily of 
magnetic cores. Other forms exist too, 
however, such as disc and tape storage. 
In the first of these, a disc containing 
information in coded form revolves at 
great speed. An arm, like the arm of 
a phonograph, picks up the informa- 
tion as it passes around. 

Magnetic tape is quite like a series 
of punched cards put together. Its 
main difference from punched cards or 
punched tape is that we do not see 
the information coded on iron oxide. 
The disadvantage of not being able to 
see the data is not serious because: 


1. Some tape units, after “writ- 
ing” on tape, immediately 
“read” the data just written 
and will signal if the data was 
not written correctly. 

2. Tapes used as input one day 
are saved, not reused the fol- 
lowing day. Thus they are 
available in the event it be- 
comes necessary to reconstruct 
data due to lost or faulty tapes. 


But the main advantages of having 
information on magnetic tape as op- 
posed to storing it on punched cards 
or paper tape are as follows: 
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Where large storage is re- 
quired, costs may be consider- 
ably lower with existing mag- 
netic tape equipment because 
it is possible to place 556 char- 
acters per inch on magnetic 
tape, whereas, on paper tape 
the density is ten characters 
per inch. 

Magnetic tape is reusable. In- 
formation placed on magnetic 
tape at one time may no longer 
be of value at a later time. 
This tape may then be erased 
and be used at another time. 
Magnetic tape allows much 
greater flexibility. Again, let’s 
go back to the punched card. 
Eighty columns of data are 
available. Therefore, a _par- 
ticular item consisting of 240 
characters of information 
would require four punched 
cards, because the item identi- 
fying information has to be 
repeated fr each of the cards. 
Tape, being continuous, per- 
mits the record to be identified 
only once, at the beginning. 
Finally, magnetic tape permits 
considerably less human inter- 
vention. Ten million charac- 
ters on a single magnetic tape 
that can pass through the com- 
puter system in about three to 


four minutes represent quite ° 


a bit of data—especially when 
compared to punched card 
input. 


CHART I 
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tem is illustrated below with daily 
transactions on magnetic tape being 
read into it. While the master file is 
being read into the computer from 
another tape unit—to be updated in the 
computer—the new master file is pro- 
duced as an output of this operation. 
(See Chart I.) 

Old master file data on magnetic 
tape were not destroyed while being 
read into the computer system. So 
both the transaction tape and the old 
master file will be kept until tomorrow 
in case something goes wrong. One 
tape unit used today writes on tape at 
a density of 556 characters per inch, 
moving the tape at a speed of 120 
inches per second to provide input at a 
rate of more than 66,600 characters 
per second. 


The Input Problem 


There are generally four means of 
input available: 


1. The most sophisticated means 
is on-line input to the data 
processing system. For retail- 
ers, this suggests the use of 
point-of-sale recorders all 
around the store. At the time 
of a sale, the transaction can 
be calculated automatically, 
while simultaneously, the in- 
formation for the customer 
and possibly for inventory is 
updated centrally. This is 
wonderful, except for one 
thing: the initial investment 
and related costs. 

2. The second means of input is 
source document input, involv- 
ing automatic character recog- 
nition. For example, journal 
tapes or sales checks may be 





How does all this work? Actually 
it is relatively simple. A computer sys- 
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used as direct input to a data- 
processing system. Automatic 


4 








character recognition — tech- 
niques, both magnetic and op- 
tical, are being successfully 
employed today. More general 
use, however, must await 
equipment designed for data- 
processing installations with 
smaller volumes. 

3. The third means of input is 
created as a by-product of nor- 
mal operating procedures. For 
example, as a result of a cash 
register operation, punched 
paper tape is produced. This 
paper tape may then be used 
to up-date the master file. 
This, unfortunately, is expen- 
sive, requiring equipment such 
as the point of sale recorders, 
mentioned above. 

4. The fourth means, and the 
crudest one, involves document 
translation. Data from the 
source document are key 
punched on paper tape or 
punched cards. Unfortu- 
nately, this is time consuming, 
error generating, and conse- 
quently expensive. Yet this 
method is presently the most 
economical and error-free pro- 
cedure used for practically all 
input to E.D.P. equipment. 


Educating Computer Users 


The rapid emergence of electronic 
data processing as a management tool 
finds most people unfamiliar with its 
use. Being unfamiliar, they are also 
afraid. 

What is the reason? On the one 
hand there have been wild predictions, 
saying “This is the end of the punched 
card era.” Obviously this is not true. 
On the other hand, there are many 
reports of electronic data-processing 
installation failures. These generate 
the feeling that electronic data process- 
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ing is not for business, but rather a 
laboratory tool. Again this picture of 
the situation is erroneous. 

Two things are required from pro- 
gressive management people in their 
use of the computer. One is a basic ap- 
preciation of electronic data processing 
insofar as its capabilities and limita- 
tions are concerned: its historic prob- 
lems and its pitfalls. Another is an 
objective analysis of this new tool as a 
possible means of reaching a stated 
objective. 

Robert Tannenbaum, assistant pro- 
fessor of the University of California, 
has described the human stages of ac- 
cepting change as follows: 


For people to accept new ideas 
or methods there are probably 
three different things that have to 
occur. The first: it is important 
that people come to understand 
the reasons for the change. Sec- 
ond, people have to see that the 
change is going to be good for 
them. And third, some new be- 
havior will be called for on their 
part. This consists of perhaps 
new attitudes and new skills." 


Retail Objectives 


Now what are the possible reasons 
for desiring a change to electronic data 
processing : 


—First is reduced cost 

—Second is better information— 
not necessarily more informa- 
tion, but better information 

—Third is greater accuracy 

—Fourth is better control 


1 Robert Tannenbaum: “Overriding Barriers to 
the Acceptance of New Ideas and Methods.’’ Pro- 
ceedings of the Annual Industrial Engineering In- 
stitute. Los Angeles, California: University of Cali- 
fornia, February 1952. 
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Actually, only the first of them, the 
cost aspect, can be measured. Here 
we are talking of : 


1. The displaced costs: that is, 
after an electronic data-proc- 
essing system is installed, cer- 
tain people and machines may 
be released or used elsewhere. 

2. The second are incurred costs. 
Here we have such things as 
programming costs, site prepa- 
ration, conversion, and cut- 
over costs. 

3. The third type of costs are the 
system operating costs. 

The justification for electronic data 
processing depends on our objective. 
Are we interested in tangible returns 
with a quick pay-out? In this case, the 
accounts receivable application might 
be indicated? Or do we seek intangi- 
ble benefits through advanced mer- 
chandising techniques? That is, are 
we interested in a quick return on our 
investment or a long-range return? , 

Regardless of which objective is 
sought, the question has been raised: 
is electronic data processing good only 
for big stores? Are they the only ones 
who can justify the expenditure? Well, 
there is no clearcut answer for that. 
One large store has failed to the tune 
of $100,000 a year in its objective to 
save money. Another store, a small 
one, has been successful in using the 
information obtained for better mer- 
chandising. 


Economics of Computer Use 


Since electronic equipment provides 
an effective answer to data-processing 
problems, the question might be raised : 
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“Why isn’t everyone using it?” The 
answer primarily is one of cost: not 
only the cost of the original equipment 
but also the cost of input preparation 
and editing. Even the executive who 
decides to rent rather than purchase his 
initial equipment faces the decision of 
retraining his employees, or having to 
let some workers go and rehire others. 
All this is expensive. 

These initial costs must be weighed 
against how well and how quickly the 
electronic equipment will pay for it- 
self . . . and to retailers, this means 
how closely is the electronic data- 
processing system tailored to its par- 
ticular functions: to accounts receiv- 
able, merchandising, unit control, and 
so on. With 60 percent computer utili- 
zation, but 100 percent cost, computer 
rental is not attractive. But whether 
one buys or rents, this dilemma 
remains. 

At least this was the thinking until 
recently. Now there are computer sys- 
tems available that seem more closely 
tailored to specific retailing tasks and 
to employees who can be trained as 
operators. Cycle response time is an 
important factor here. For example, 
we do not really need to purchase 
equipment that will permit us to know 
the status of all customers’ accounts 
the very moment that they make a 
purchase. How many stores have this 
information even four days after a 
sale? They would be happy indeed 
to have the information the day after 
the purchase, a saving of three days. 

Another important factor is infor- 
mation cycle time. That is, certain re- 
ports are needed once a week for unit 
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control, while for statement purposes 
reports are needed once a month. 


Changes in the Cost Picture 


Computer systems are becoming less 
expensive, and at the same time, more 
powerful. In 1958 a particular large- 
scale electronic data-processing system 
cost $1,600,000. Two years later 
equipment was available with compara- 
ble, possibly even superior, capabilities, 
for $848,000, almost a 50 percent 
reduction. 

This raises the question of obso- 
lescence? If systems are getting pro- 
gressively less expensive, would it be 
better to sit back and wait? Trouble 
is, you might wait indefinitely. You 
would always be waiting for next 
year’s model. 

The most helpful attitude is to rec- 
ognize that there are two types of 
obsolescence. The first is economic 
obsolescence. The second is techno- 
logical obsolescence. When we recog- 
nize this distinction, there is no prob- 
lem in facing obsolescence. 

In the above example, technological 
obsolescence occurred in two years. 
The system that was purchased is 
technologically obsolete today. But it 
so happens that the system has reduced 
operating costs $500,000 a year for the 
people who installed it. If they begin 
installing a new system now, it may 
take them several years to get to the 
point where they are at present. For 
installation still requires a year or 
more. Thus it could hardly be said that 
this technologically obsolete system is 
a bad one for the company. The user 
judges from his practical operating 


objective, not from the manufacturer’s 
objective of constantly improving 
equipment and lowering its cost. 


Problems of Authorization and 
Inquiry 

Another problem facing potential re- 
tail users of electronic data processing 
is authorization of charge purchases. 
If you cannot see the recordings on 
electronic tape, how do you know when 
a customer has exceeded her charge 
authorization? Admittedly this is a 
problem, but it is not completely solved 
by existing systems either. 

And what about customers who 
come in to say, “I am going to Hawaii 
tomorrow and want to pay off my 
account. How much is my balance?” 

To answer such a question with 
electronic data processing is indeed 
difficult. But how often does it arise? 

After a two-week test last year in a 
major store on the west coast, inquiries 
were found to fall into three classifica- 
tions, according to source: 


Mail: 30 percent (this varies, but 
is fairly representative) 

Phone: 68 percent 

Personal inquiries: 2 percent 


The mail inquiries obviously present 
no time problem. For the 30 percent 
of the inquirers who contact the store 
by mail, we can interrogate the com- 
puter system during the next day as 
the master file is passed through. 

This leaves 68 percent of telephone 
inquiries that still have to be answered. 
These may be analyzed as follows: 

1. Forty percent of the telephone 


inquiries are requests for bal- 
ances. These are not often 
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persons who want to pay off 
“tomorrow.” Usually they 
have simply lost their state- 
ment and wish to avoid inter- 
est charges. Ninety-nine per- 
cent of this 40 percent make 
their inquiries after  state- 
ments have been sent out. 
Thus the microfilm can be 
searched without bothering the 
computer system at all. Only 
1 percent of this 40 percent 
(or .3 percent of all inquiries) 
actually falls into the critical 
classification of “I want to pay 
my account because I am leav- 
ing town.” 

What do you do with these 
inquiries under the present 
system? You tell the person 
that “as of today” his balance 
is a certain amount. That is 
the best you can do. The same 
approach can be used with the 
computer system. 

Of the phone inquiries, 20 
percent concern disputed bal- 
ances. Here again, the micro- 
film may be used. 

Ten percent of the inquiries 
concern new accounts and thus 
do not involve magnetic tape 
searching. The questions here 
may be answered outside the 
computer department. They 
fall into categories like: 
“Where and how can I open 
an account?” Or, “Has my 
account been approved?” Or, 
“T went to your store yester- 
day with my plate request, but 
I do not have my plate today.” 
Twenty-eight percent concern 
collection matters. Here the 
information will be found in 
the collection department rec- 
ords. 

The remaining 2 percent do 
not concern the computer. In- 
cluded here are questions such 
as, “What is the closing date 
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of my cycle?” or “How do you 
compute service charges ?” 


The Billing Problem 


How does electronic data processing 
affect the problem of country club 
versus descriptive billing? 

Historically, we had descriptive bill- 
ing until after World War II. But now 
that customers have learned to accept 
country club billing, there may be re- 
luctance to return to descriptive billing. 

There are some advantages con- 
nected with descriptive billing. With 
an electronic data-processing system 
it is economical. The paper handling 
and lower mailing costs are less than 
with the country club system of send- 
ing out saleschecks. Also, there is 
better control. 

We should be aware of the possible 
disadvantages, however. One possibil- 
ity is an adverse customer reaction. 
Now that customers have accepted 
country club billing, they may make 
increased inquiries about a change. Yet 
the A.M.C.? study revealed that only 
two people out of 2,000 objected to, 
or questioned, a return to the descrip- 
tive statement. 

In addition to possibly adverse, or 
time-consuming, customer reaction, 
there is a second problem. In order 
to provide descriptions, we must get 
merchandise information into our sys- 
tem. There is some question as to 
what level of description is required: 
department level or class level. The 
more information we need, the more 
costly it will be to obtain. 


2 Associated Merchandising Corporation, Elec- 
tronic Data Processing Study, 1955-1959. 
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Several stores have already started 
the return to descriptive billing. Others 
are sitting back to see what happens. 


Twelve Pitfalls in Computer 
Installations 


It is useful to recall some of the 
pitfalls that have occurred in connec- 
tion with computer system installa- 
tions. These include; 


—First, there is the crash pro- 
gram. Why is it that retailers 
often postpone a decision and 
then, having made it, insist on 
instantaneous action? The pen- 
alty for such haste is an inade- 
quate system study and, in 
many cases, failure to challenge 
the proposals submitted by 
manufacturers. Both these situ- 
ations result in an unhappy 
awakening as to costs and effi- 
ciency when the system is cut- 
over. 


—The second pitfall, also related 
to time pressure, is failure to 
test procedures. 


—The third is lack of proper at- 
tention to paper handling. Such 
carelessness often turns out to 
be a bigger problem than com- 
puter processing, since the latter 
is pretty well understood today. 
More attention must be paid to 
what goes into the system and 
to what comes out. 


—The fourth pitfall is underesti- 
mating the need for error con- 
trol, including both correction 
procedures and personnel. In 
one case a store was certain that 
one or two persons would be 
sufficient to handle this func- 
tion. A year after cut-over, the 
error control group still con- 
sisted of nine persons. 


—The fifth pitfall is attempting 
to convert billing machine oper- 


ators to keypunch machine 
operators without adequate apti- 
tude testing and training. 


—The sixth is not providing for 


peak loads and expansion. It 
is not wise to buy or lease a sys- 
tem that will be inadequate next 
year because of branches being 


opened. 


—The seventh is starting conver- 


sion during the fall season, be- 
fore the Christmas rush. 


—Eighth is lack of sufficient man- 


agement interest and participa- 
tion in the new system. This 
can be a serious handicap. It is 
important to get all levels of 
management interested in order 
to gain everyone’s support. 


—The ninth is poor planning of 


physical facilities, particularly 
with reference to growth plan- 
ning. Attention must also be 
paid to proper communication 
and control of all elements of 
the proposed system. 


—The tenth pitfall is planning a 


night shift operation for key- 
punching. It is difficult to find 
experienced girls who are inter- 
ested in working the graveyard 
shift. 


—The eleventh pitfall concerns 


translating present procedures 
to electronic data-processing 
operation. A computer is a new, 
sophisticated, and powerful tool. 
If not used to best advantage, 
it will simply help you to do 
what you are already doing, but 
faster. If you are doing a poor 
job now, you will continue do- 
ing a poor job, but at greater 
speed. 


—The twelfth pitfall is not con- 


sidering audit and control impli- 
cations until reprogramming 
becomes necessary. It is costly 


(Continued on page 55) 

















New Developments in 
Automatic Vending 


ALAN R. ANDREASEN 
Graduate Student, Columbia University 


Automatic vending machines will 
cause the greatest revolution in modern 
merchandising methods since the in- 
vention of the cash register—if one 
accepts the opinions of a great many 
important retailing executives. 

Item: Lincoln Theismeyer, president 
of the Pulp and Paper Research In- 
stitute of Canada, speaking in 1960 
before an international conference in 
Tokyo, Japan, said: “In the near fu- 
ture American men may be buying 
their shirts made out of paper from 
vendors for 25 or 50 cents .. . vir- 
tually every hotel lobby will have a 
paper shirt vending machine.” 

Item: James A. Suffridge, president 
of the Retail Clerks International As- 
sociation, in a 1960 appearance before 
the Joint Economic Committee of 
Congress, said: “Clearly, with the de- 
velopment of automatic vending ma- 
chines the possibility of a completely 
automatic retail store is virtually upon 
us . . . selling goods to shoppers . . . 
who never see a clerk or a check-out 
counter.” 

Item: Frederick L. Schuster, chair- 
man of the board of Automatic Canteen 
Company of America, at a press con- 
ference to introduce a new multipur- 
pose vending machine, said: “This 
new marketing concept can automate 
up to 90 percent of supermarket opera- 
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tions . . . the machine makes possible 
the automatic vending of staples, 
canned goods, meats, drugs, sundries, 
textile products, housewares, or ready- 
to-eat hot foods... .” 

So runs the hyperbole extolling the 
virtues of the automatic vending ma- 
chine as the savior of beleagured, 
profit-hungry retailers and frustrated, 
embattled shoppers. In their more en- 
thusiastic visions of the future, some 
business reporters foresee multiproduct 
vending machines replacing hundreds, 
even thousands, of retail clerks. No 
longer will personal selling be needed 
for repetitive, low-priced, widely ac- 
cepted and understood products. Vend- 
ing machines, they say, will be found 
on nearly every street corner, like 
telephone booths. They will appear in 
the front of every shop, or in the lob- 
bies or parking lots of every depart- 
ment store or supermarket; in the 
basements of apartment buildings, at 
the gates of factories, at airports, bus 
terminals, subways, along high-traffic 
streets, etc., etc. The products they can 
merchandise are said to be unlimited. 

Vending, some writers say, is simply 
a logical extension of self-service. It 
has been proved that people are as con- 
cerned with convenience in their shop- 
ping as with quality and price ; vending 
gives time, place, and speed-of-shop- 
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ping convenience at a very slight price 
increase. Look at vending sales of 
cigarettes and soft drinks! And now 
the newly developed currency acceptors 
have broken the price barrier that 
hampered the early growth of depart- 
ment and grocery store vending and 
kept it in the nickle-and-dime business. 

Deeply concerned as retailers are 
with narrowing profits, rising labor 
costs, and limited areas for expansion, 
they are naturally interested in the 
promising new developments of auto- 
matic vending. Consumer enthusiasm 
is to be expected, too, in this age condi- 
tioned to revere automation, electronics, 
and push-button living. 

But inherent in this exuberance is 
the danger of letting enthusiasm color 
rational judgment. It is imperative, 
therefore, that we step back a moment 
from this headlong rush to vending, 
take off our enthusiasm-tinted glasses, 
and attempt to analyze what is really 
happening in this new industry. Only 
by a reasoned independent survey of 
the current situation can we hope to 
assess the true growth potential of this 
new retailing phenomenon. 


What Is a Retail Vending Machine? 


It is not simply a semantical diver- 
sion to pose the obvious question, 
“What is a vending machine?” The 
answer provides a number of clues in 
our attempt to locate outer boundary 
limits to the machine’s long-run use- 
fulness. | 

The American Marketing Associa- 
tion defines “Automatic Selling” as: 
“The retail sale of goods or services 
through currency-operated machines 


activated by the ultimate consumer— 
buyer.” ? 

This definition seems to envision an 
automatic selling machine as a device 
operated by means of, or after, the 
deposit of proper legal tender? and 
would include penny scales, parcel 
lockers, peanut machines, Horn and 
Hardart automatic restaurants, etc. 
The definition, then, is too broad to 
provide a basis for discussing the sale 
of retail products for home consump- 
tion, the area most interesting to gro- 
cery, variety, department store, drug, 
and discount house executives. 

Vending machine sales can be broken 
down into three main categories, each 
exhibiting the unifying characteristic 
of cash-handling automation : 


1. Sales of products destined 
for home consumption * (grocer- 
ies, drugs, department store mer- 
chandise, etc. ). 

2. Sales of products for on- 
location consumption (penny 
candy, cigarettes, soft drinks, 
sandwiches, snacks, full-course 
meals, etc. ). 

3. Sales of services (telephones, 
parcel lockers, penny scales, kiddie 
rides, etc.). 

The last two of these categories are 
widely used in stores today, and their 
value has been clearly proved. The first 
category contains the most unused po- 


1 Marketing Definitions, compiled by R. S. Alex- 
ander and the Corimittee on Definitions of the 
American Marketing Association. Chicago: Ameri- 
can Marketing Association, 1960. 

® Though we speak glibly of vending’s relationship 
to the cash-handling function, its long-run impor- 
tance may be in systems using other forms of legal 
tender. Experiments have been conducted in recent 
years using credit cards, special discs, personal keys, 
etc. to activate the vending mechanisms. 

3 The phrases “for home consumption” and “take- 
home products” are catch-all expressions used to dif- 
ferentiate items usually held for consumption away 
from machine location at later points in time. 
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tential; thus it is the primary concern 
of the present article. 


Home Consumption Products 


Category one can be broken down 
further into: (a@) sales from single- 
purpose vendors (pocket combs, ice, 
cartoned milk) and (b) sales from 
multipurpose vendors. Since the second 
subcategory will have greater retailing 
impact, it will be treated in more detail 
here. 

However, we must first add one 
further clarifying refinement to our 
definition of the vending machine. The 
vending machine as we know it today 
is free-standing, self-inventorying, and 
requires no manual restocking between 
transactions (as does the Horn and 
Hardart Automat). While we have 
chosen pragmatically to add this re- 
finement to our definition, a more exact 
and logical definition would not exclude 
machines whose inventory was located 
remote to the machine, but delivered 
automatically to the point-of-purchase. 
The implications of this fuller defini- 
tion wili be considered later. 


Vending Company Testing 


Of the four major companies pres- 
ently committed to the manufacture of 
multipurpose vending machines, each 
has its own idea of what constitutes 
vending’s strongest potential. Grocer- 
ette Vending Machines, Inc., of Long 
Beach, California, is the only one of 
the four that specializes in take-home 
vending machines. Its basic machine 
is a ten-selection, weather-proofed gro- 
cery vendor, available refrigerated or 
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nonrefrigerated.* Merchandise is dis- 
played in a showcase above the activat- 
ing levers, as in the ordinary candy or 
pastry machine. The machine is coin- 
operated only and will vend for prices 
from five cents to $1.14. The most 
successful locations for these highly 
mobile and product-flexible machines 
have been in apartment houses, trailer 
courts, gas stations, and bowling alleys. 

The machine was tested in early 
1960 in Southern California. Test 
period prices were set to give a 40 to 
50 percent markup on cost margins 
well above comparable supermarket la- 
vels. Jay Sullivan, president of Grocer- 
ette, claims that customers are willing 
to pay this premium for the conveni- 
ence of purchasing from machines. 
Mr. Sullivan also claimed “a tripling 
of sales” during a test period of about 
six months. 

Tests with the Grocerette machines 
are now under way in Toronto, On- 
tario, in cooperation with a major 
Canadian supermarket chain. 

The Vendo Corporation of Kansas 
City, Missouri, has announced plans to 
carry out a full-scale test of the market 
for vended grocery products on a 
twenty-four-hour basis. It will con- 
struct on a_ yet-to-be-chosen site a 
“Superette” of approximately twenty- 
five vending machines. Four models 
in the installation will be entirely new, 
designed mainly for the bulky and 
awkward items that present most diffi- 
culties to present vending equipment. 

Also to be tested here is a coin- 
operated rack merchandiser selling a 
wide variety of cosmetic and hardware 

‘Indications are that “sister” drug and hardware 


vending machines will be available in late 1961 or 
early 1962. 
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items, packaged in plastic pouches 
mounted on cardboard. This machine 
marks an important departure for auto- 
matic vending since it allows customers, 
in a sense, to touch the goods before 
deciding on a purchase. Most of the 
other machines in the superette will be 
converted ten-selection Visi-Vend cold 
or hot food venders, machines that 
have served as basic equipment for 
Vendo’s past general merchandise ex- 
periments. It is expected that some of 
the experimental equipment will have 
currency acceptors. 

Automatic Canteen Company of 
America, headquartered in Chicago’s 
Merchandise Mart, is tackling the new 
market from two directions. It has 
developed a mobile, free-standing gen- 
eral purpose merchandiser intended for 
street corners or apartment house loca- 
tions, using a conceptual approach 
similar to Grocerettes. Canteen has 
also announced its “‘Dial-a-Sale,” which 
it claims can automate up to 90 percent 
of supermarket selling operations. 

The general merchandiser offers the 
customer a selection of 130 items by 
having each 13 unit-high column of 
compartments advance at the press of 
a button so that the customer can see 
(and have the choice of) the entire 
contents of the machine. 

“Dial-a-Sale” is a development of 
Canteen’s Tonomat plant in West Ger- 
many. It features a telephone-like dial 
for merchandise selection and a cur- 
rency device accepting $1.00, $5.00, 
and $10.00 bills. The customer “gets 
the merchandise he sees,” a basic con- 
cept in both Canteen’s and Vendo’s 
philosophy. The basic machine can be 
redesigned for any compartment size, 
and units can be operated in indoor or 


outdoor locations, singly or in machine 
multiples. They can take on the func- 
tions of one or more store departments 
or operate separately as independent 
“satellite” outlets. 

Universal Match Company of St. 
Louis, through its Unimatchco division, 
is responsible for much of the practical 
research in take-home vending. Its 
work with Macy’s New York, Sears, 
Montgomery Ward, and Rich’s in At- 
lanta, has provided considerable basic 
information for the use of vending in 
department store operations. The tests 
were all carried out with single or 
multiple installations of the company’s 
“Unimatic Merchandiser.” 

The Unimatic Machine is a highly 
sophisticated piece of electronic equip- 
ment, seven feet high by eight feet 
long. It offers thirty-six selections and 
incorporates a bill acceptor for $1.00 
and $5.00 bills, a totalizator, and a 
change-making mechanism. Merchan- 
dise is permanently displayed in show 
cases on each side of the control panel. 
The customer inserts coins and bills 
and can continue making purchases 
until her “credit,” as shown on the 
totalizator runs out, or until she elects 
to take her change. Each product has 
an inventory of nineteen units in the 
machine that can be multiplied by 
electronically coupling various stock 
columns. 

Wittenborg, Inc., until acquired by 
Universal Match Company, was a fifth 
competitor in the take-home field. Wit- 
tenborg has long been regarded as a 
quality manufacturer in the vending 
industry. Its basic machine is of Euro- 
pean invention and bears considerable 
resemblance to the Horn and Hardart 
Automat equipment. Wittenborg ma- 
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chines have seen considerable use in 
Europe, (especially in Scandinavia), 
where take-home vending has much 
wider acceptance because of strict clos- 
ing hours and licensing laws for retail 
outlets. Bea-livs, a Swedish food store 
chain, recently opened a huge bank of 
Wittenborgs along 100 feet of a main 
street in Stockholm, selling food items 
to an estimated 250,000 daily passersby. 
The battery has 1,515 compartments, 
492 of them refrigerated. As a small 
importer, Wittenborg, U.S.A., has held 
back from the take-home market here. 
It is expected, however, that the new 
merger will encourage Universal Match 
to use Wittenborg machines to broaden 
its machine line, thus testing out the 
market for these smaller, more mobile 
machines. 

The first major test of the Unimatic 
machine was at Macy’s New York in 
the summer of 1960. The offering then 
was limited to two products: men’s 
T-shirts and boxer shorts in three 
sizes, all offered at one price, 97 cents. 
Macy executives said at the outset that 
the test was designed simply to see 
“whether the machine works,” 1.e., 
would such a highly complicated piece 
of equipment break down under the 
onslaught of “unscientific” New York 
shoppers? The test machine was lo- 
cated for four weeks in the third floor 
Toy Department before it descended 
for its last two weeks to the second 
floor men’s wear department. The only 
results released show that, at the time 
of removal in mid-August, the machine 
was making 100 sales each six-day 
selling week and was functioning tech- 
nically to everyone’s satisfaction. 

Later in the summer Montgomery 
Ward placed three Unimatic vendors 
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(on loan) in three catalogue stores in 
the eastern United States to sell men’s 
T-shirts, athletic shirts, briefs, and 
boxer shorts in a range of color and 
size selections. Two prices were of- 
fered, $1.00 and $1.25. Results of these 
tests have not been made public, al- 
though it is known that the machines 
have been removed. Recently, in an 
apparent continuation of their test pro- 
gram, the company placed a 53-selec- 
tion bank of machines in Chicago’s 
La Salle Street Railroad Station to sell 
department-store type merchandise 
aimed at commuters and other travel- 
ers. The company feels it is too soon 
for any conclusions to be drawn re- 
garding this operation. 


The Rich’s Experiment 


The most ambitious department store 
vending test since Filene’s venture in 
Boston in 1950° was that carried out 
by Rich’s of Altanta during the winter 
of 1960-1961. Because of its scope 
and significance, this project merits 
detailed consideration. 

Early in 1960 executives of Rich’s 
became interested in the unknown po- 
tential for automatic vending in de- 
partment stores. They believed that it 
was in the interests of their stockhold- 
ers, their customers, and the trade 
generally to investigate any retailing 
innovation that promised to improve 
operations either from a convenience 
or an efficiency standpoint. Universal 
Match, to cooperate fully in a major 
experiment, provided the necessary ma- 
chines and technical help in return for 

5 See Martin V. Marshall, Automatic Merchandis- 
ing (Boston: Division of Research, Graduate School 


of Business Administration, Harvard University, 
1954). 
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Rich’s merchandising and promotion 
know-how. The machines to be used 
were pilot models (the Macy’s unit was 
a prototype) estimated to cost $40,000 
each to produce.® 

During the summer of 1960, Uni- 
versal’s newly formed Unimatic Divi- 
sion, under H. F. Sackett, worked at 
adapting their machine for a proposed 
basement installation. The Rich’s mer- 
chandising people under Alvin M. 
Ferst, Jr., assistant vice president for 
store operations, carefully evaluated 
every piece of merchandise in the store 
considered of a size and price com- 
patible with machine capabilities. Pack- 
age size was to be 14 x 4 x 10 inches, 
and price was to be up to $9.00. A 
special departmental merchandise man- 
ager was assigned the vending experi- 
ment to add to his regular duties in 
two of Rich’s downtown departments. 
The store’s initial intentions in experi- 
menting were: “(1) to determine the 
acceptance of the concept of machine 
selling rather than its sales ability, 
(2) to find what goods customers will 
buy from a machine, and (3) to get 
some general approximation of the 
costs entailed in rurming a bank of such 
machines.” 

In late November a_ significant 
change in plans was precipitated when 
Rich’s became the focal point of a 
number of Negro lunch counter “sit- 
in” demonstrations. The decision was 
made to close the eating facilities on 
the second-floor bridge joining two 
parts of the downtown store and to go 
ahead with the vending experiment in 

6A Unimatchco representative was quoted in the 
January 1961 issue of Vend Magazine as “guessing” 
that full production cost would be one-third of this, 


although units would be available only on a lease 
basis. 


this now available high-traffic area. 
(The basement location had been ruled 
out earlier due to space limitations.) 
Subsequently a bank of six Unimatic 
machines was installed on the bridge 
on December 5, 1960, where they re- 
mained for 13 weeks until March 2, 
1961. Midway in the test, on Feb- 
ruary 13, two machines were removed 
and the remainder canted to test the 
sales effects of a nonuniform machine 
layout. At this time also, a bolder dis- 
play panel background was installed. 

For the first ten weeks one machine 
was stocked only with hosiery (a per- 
sistently tested vending item) and one 
other with women’s scuffs and gloves. 
The original “line-up” also had one 
machine for men’s socks and handker- 
chiefs, one for cosmetics, one for men’s 
accessories and candy, and one for 
ladies’ jewelry, leather goods, and 
handbags. Later machines were re- 
stocked to test drugs, stationery, house- 
hold items, brand name _ children’s 
socks, women’s brassieres, and pack- 
aged cookies. No machine assortment 
was left unchanged longer than a 
month, but Rich’s specified a minimum 
of two weeks as a “fair” test for each 
item. Prices ranged from a low of 
25 cents to a high of $6.90. 

Top selling item before Christmas, 
by a good margin, was women’s scuffs, 
priced at $1.19 a pair. Over 500 units 
were sold during this period, but after 
the holiday the rate dropped to $10.00 
a week and the scuffs were replaced 
by other items. 

Rich’s was generally disappointed 
with sales results from the machines. 
Canting the four machines had a no- 
ticeable impact on sales but not suffi- 
cient to warrant retention of the ma- 
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chines in such high-value space. When 
a “sit-in” agreement was reached, the 
store could not in good faith refrain 
from reopening the highly profitable 
lunch facilities. They did transfer two 
machines to a location outside of their 
Belvedere Plaza store where sales of 
packaged candy and drugs were more 
encouraging. The experiment was 
terminated March 30, 1961. 


Comment 


These early experiments have thrown 
light upon a great many of those sticky 
problems that make it difficult for any 
new invention or innovation to get off 
the ground. Much more is now known 
about how to package vended products ; 
how to display and price them; how 
and when to service the machines ; how 
to go about selecting vendable prod- 
ucts; what consumer reactions to ex- 
pect; how to anticipate consumer 
preferences; what costs will be en- 
countered in full scale operations, etc., 
etc. 

Such early testing for improvements 
in technical operations are essential 
first steps, but we must remember they 
have not been primarily tests of selling 
power. Ignoring this important dis- 
tinction has caused many of our most 
enthusiastic vending boosters to become 
prematurely defeatist. 

Full exploration of sales capabilities 
awaits wider application of currency- 
handling devices (or perhaps credit- 
handling devices) ; design of units of 
greater variety in size and capacity to 
meet varying retailer needs; creation 
of new packaging and product ideas 
specifically for vending. But most of 
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all, full-scale and forceful merchandis- 
ing is needed to parallel the merchan- 
dising in regular store channels. Par- 
ticular attention should be paid to the 
functions that automatic vending could 
perform better than existing methods 
of retailing. 

The function that “vending” per- 
forms best is the automation of the 
cash-handling stage of the sales trans- 
action. This ability to complete sales 
unattended indicates that automatic 
vending will probably find its place in 
retailing in two areas: (1) in allowing 
fuller automation of existing retailing 
institutions and (2) in allowing sale 
of merchandise in places and at times 
where it is unprofitable for retailers to 
sell in any other way. 

In summary, there is no doubt that 
vending does have a role to play in 
future retailing patterns. It does pro- 
vide a function that is unique and it is 
steadily improving this function. 

The vending industry is peopled 
with aggressive and inventive men. 
Once the merchandising specialists on 
the retailing side of the picture better 
understand the nature of vending’s po- 
tential contribution and are convinced 
that the size of that contribution can 
be large, more ambitious and extensive 
joint experimentation can be expected. 
Provided the experimenters remain 
aware of the two distinct vending func- 
tions outlined above and proceed step 
by step along each path according to its 
own requirements, vending should soon 
fulfill many of the seemingly “high- 
flown” promises made for it. It should 
then occupy a significant place in our 
consumer-oriented economy. 








Guide for Constructing a 
Merchandising Policy 


DAVID CARSON 


School of Business Administration 
Boston University 


In line with Mark Twain’s bon mot 
about the weather, retailers constantly 
talk about merchandising policies but 
seldom do anything about them. They 
seldom define either “merchandising” 
or “policy,” but use the terms jointly 
to refer both to daily operations and to 
general policy. 

The most widely accepted definition 
of “merchandising,” was recommended 
in 1948 by the Definitions Committee 
of the American Marketing Associa- 
tion. “Merchandising,” it says, “is the 
planning involved in marketing the 
right merchandise or service at the 
right place, at the right time, in the 
right quantities, and at the right 
price.” * In commenting on this defi- 
nition, the Committee noted that the 
term had been used with a great va- 
riety of meanings, most of them con- 
fusing. The term “merchandise or 
product planning” was suggested as an 
appropriate synonym. 

Wingate and Schaller followed this 
definition in their textbook, Techniques 
of Retail Merchandising. Retail mer- 
chandising, they defined as “the plan- 
ning done by retailers to insure an 
assortment of merchandise balanced to 


1“Report of the Definitions Committee,’ Ameri- 


can Marketing Association, Journal of Marketing, 
October 1948, p. 211. 


customer demand and offering a profit 
potential.” ? 

Other writers, particularly William 
R. Davidson and Paul L. Brown, have 
stated frankly that the term merchan- 
dising is a rather nebulous one.’ In 
discussing retail merchandising poli- 
cies, they limited themselves largely 
to the following areas: 


—Types of patronage desired 

—Diversification of merchandise 

—Range of merchandise assort- 

ments 

—“Item” merchandising 

—Special promotion merchandise 

—Seasonal goods 

Malcolm P. McNair and his associ- 
ates at Harvard have pointed out that 
merchandising has a variety of mean- 
ings in the general marketing field. In 
retailing, they said, the term is “used 
to describe the whole group of deci- 
sions and tasks involved in determining 
what merchandise is to be offered, 
pricing it, and acquiring it. Delbert 
Duncan and Charles Phillips did not 


2 John W. Wingate and Elmer O. Schaller, Tech- 
niques of Retail Merchandising (New York: Pren- 
tice-Hall, Inc., 1950), p. 1. 

$ William R. Davidson and Paul L. Brown, Re- 
tailing Management, 2d ed. (New York: The Ron- 
ald Press Company, 1960), p. 261. 

* Malcolm P. McNair, et al., Cases in Retail Man- 
agement (New York: McGraw-Hill Book Company, 
Inc., 1957) p. 32. 
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Figure 1. A schematic illustration of retail merchandising. 








discuss merchandising policies in any 
detail in their text, Retailing—Princi- 
ples and Methods,’ although they did 
say that one functional responsibility 
of the merchandising division is the 
interpretation and execution of the 
company’s merchandising policies. 
Retailing is not alone among mar- 
keting institutions in its confused usage 
of the term, “merchandising.” A sur- 
vey made by Pace College in 1957 
showed manufacturers, advertising 


6 Delbert J. Duncan and Charles F. Phillips, Re- 
tailing—Principles and Methods, Sth ed. (Home- 


wood, Ill.: Richard D. Irwin, Inc., 1959), p. 160. 
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agencies, and advertising media in 
fundamental disagreement concerning 
the meaning of the term. Yet many of 
these responding firms had one or 
more executives bearing the title of 
merchandising manager. 

The authors of the study suggested 
a definition that may clarify the matter 
for advertising specialists but certainly 
not for retailers. Their definition: 
“Merchandising is the sum total of all 
effort to help move goods at the point 
of sale.” * (See Figure I and Table I.) 


6 “Survey Shows Varied Definitions of Merchan- 
dising,”’ Printers’ Ink, December 20, 1957, pp. 47-48. 
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Area I. 


Area II. 


Area III. 


Area IV. 


TABLE I 
Guide for Constructing a Merchandising Policy 


Basic decisions concerning kind of business. (In what 
general area or areas of business activity should the com- 
pany engage? ) 

A. Should the company engage primarily in retailing, 
wholesaling, or manufacturing? (For a company en- 
gaged primarily in retailing, the major decisions revolve 
about whether to engage also in wholesaling, manufac- 
turing, and other levels of supply, and the extent and 
combination of activities in levels of distribution other 
than retailing? ) 

B. Which broad merchandise line or lines should be 
stressed, e.g., clothing and accessories, food, home 
furnishings, general merchandise, others? (To what 
degree should these merchandise lines be combined? 
To what degree should the company permit itself to 
specialize in specific merchandise lines?) 

C. General method or methods of selling to be used. (Re- 
tail stores, mail order, house-to-house, vending ma- 
chines, others? To what extent should the company 
commit itself to these methods of selling? ) 

D. Areas of geographical specialization? (In which spe- 
cific locality or localities, nation or nations, or group 
of nations does the company wish to carry out its 
primary activities?) 


From which consumer groups does the cempany wish to 
attract its customers? 

A. Income levels 

B. Social levels 

Educational levels 

. Taste levels 

Sex 

Age 

Degree of specialization. (To what degree should the 
company emphasize specific groups among income 
levels, social levels, etc.? Which groups should be 
stressed, which ones ignored, which ranges stressed? ) 


PAROS 


Gross income from merchandising operations. 
A. Total investment in merchandising operations 
B. Return on investment 

1. Rate of return 

2. Time of return 

3. Major components of returns 


Inventory investments. (How much and how should the 
company invest in inventories in order to attain the above 


goals? ) 
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- TABLE I (Cont.) 


A. Breadth of assortments 
1. Merchandise groups to be represented (distribution 
of total investment by merchandise groups; after 
major merchandise divisions have been made, finer 
divisions by types of merchandise; stress points) 
2. Distribution of merchandise by: 
a) Taste level 
b) Price level (number of price lines, price zones, 
stress points, even or odd pricing, “leader” 
pricing, frequency of revisions) 
| c) Size distribution (which parts of the potential 
market should the company attempt to serve? ) 
d) Colors (which parts of the potential market 
| should the company attempt to serve?) 
| e) Fashions (which parts of the potential market 
should the company attempt to serve? ) 
B. Depth of assortment (breakdown by value and/or by 
| unite) 
1. Basic stocks 
i 2. Minimum-maximum levels 
{ 3. Seasonal variations 
C. Inventory investment (by value and/or by units) 
| 1. Basic stocks 
2. Minimum-—maximum levels 
3. Seasonal variations 
4. Rate of stock turnover 
: D. Timing of inventory investments in accordance with: 
1. Fashion trends 
2. Competition 
E. Pricing 
1. Initial pricing (one price vs. variable pricing; fash- 
ion vs. staple merchandise; seasonal vs. nonsea- 
sonal merchandise; price averaging) 
2. Inventory reductions 
a) Special price discounts (employee discounts, 
others) 
b) Markdowns (Should markdowns be taken? 

Under what conditions? ) 

(1) Types of merchandise (departments, mer- 
chandise groups, staple or fashion mer- 
chandise, special purchases for promo- 
tions) 

(2) Size of markdowns (by units, by depart- 
ments, in relation to sales, total amounts) 

(3) Timing 

(4) Meeting competition (when, under what 
conditions, to what extent) 

F. Inventory controls 
1. Planned shortages and overages 
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TABLE I (Cont.) 


Systems and methods 

a) Accuracy 

b) Speed 

c) Expense 

d) Availability of means of control (equipment, 
personnel) 
3. Special controls for slow-selling merchandise 

G. Financial policies related to inventory investments 
(rate of return on inventory investment; over what ‘ 
period and when should returns be expected; should | 
company speculate in inventories, and if so, under 
what conditions? ) 


ty 
° 





Area V. Sources of merchandise. (How can the company get the 
most value from its investments in merchandise relative 
to market offerings? ) 

A. Which kinds of sources does the company prefer with 
regard to: 

1. Degree of commitment (does the company want 
long-range relationships with its sources? If so, 
what kinds of relationships; e.g., financial, per- 
sonal, etc. Degree of exclusiveness? ) 

Financial stability of sources 

Honesty of business relationships 

Location (domestic vs. foreign, location within 

nation) 

Terms of payment (cash discounts, dating of pay- 

ments) 

Financial relationships (what financial assistance 

is the company willing to offer to its sources? What 

financial aid would the company require of its 
sources? 

B. Buying channels 

1. Direct vs. indirect buying, (Should the company 
buy only from manufz turers or also through 
wholesalers? Under what conditions? ) 

2. Make-or-buy (Should the company manufacture 
any of its own merchandise? Under what condi- 


a 2 PY 


tions?) 
3. Joint buying (Forms of joint buying; under what 
conditions; domestic and/or foreign?) j 
C. The evaluation of sources with regard to merchandise r 
offerings ‘ 


1. Quality of merchandise 

. Taste of merchandise 

Fashion timing 

. Price of merchandise available (relationship to 
markup policies; relationship to price range) 


Pwh 
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TABLE I (Cont.) 


5. Branding (appropriateness of source for un- 
branded merchandise, manufacturers’ brands, 
and/or private brands) 

D. Merchandise handling (investments and expenditures 
in relationship to inventory and selling policies; costs 
related to speed, reliability, security) 

1. Inward transportation (from outside source to 
possession by company) 

\ 2. Receiving 

! 3. Marking 

4. Internal handling to point of sale 


Area VI. Selling facilities necessary to achieve sales and inventory 
goals. 
A. Physical space 
1. Size of physical space (selling and nonselling) 
2. Location of physical space 
a) Prime locations 
b) Secondary locations 
c) Minimum-cost locations 
3. Kinds of physical plants and accessories required 
(layout, fixtures, equipment) 
B. Selling activities 
1. Types of selling (personal, mail order, telephone, 
demonstrators) 
2. Kinds and numbers of people required to meet 
selling goals 
3. Selling services (prepackaging, store packaging, 
delivery, credit, alterations, adjustments, personal 
shopping) 
C. Sales promotion 
1. Kinds 
2. Frequency 
3. Accomplishments expected (which features are to 
be stressed; e.g., price, fashions, new ideas, breadth 
of assortments, etc.) 
4. Media 
D. Expense control (What is company willing to allot 
for the above selling expenses, particularly selling, pay- 
roll, rents, and sales promotion? What return is ex- 
pected for these expenses? How are results to be 
4 
measured? ) 


Area VII. Organization and Personnel. 
A. Organization required to carry out merchandising 
policy goals. 
B. Personnel required to staff the organizational plan. 
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A survey of literature in other areas 
of marketing, including the manufac- 
turing level, also led to no adequate 
definition of merchandising for present 
purposes. 


Proposed Definition 


Because the term “merchandising” 
is used differently at various levels of 
distribution and among different mar- 
keting institutions, uniformity of defi- 
nition may not be possible in the face 
of actual diversity. For retail mer- 
chandising, however, the following is 
suggested : 

The process of relating com- 
pany resources to merchandise 
sources and to potential consumer 
demand in order to sell goods and 
services at a profit. 

As Figure 1 illustrates, company 
resources include personnel, funds, 
physical plant, and equipment, plus 
good will (largely company and brand 
image). In large-scale retailing, pri- 
mary administrative responsibility for 
these company resources commonly 
lies not with merchandise management 
but with personnel management, finan- 
cial management and control, plant 
operations, and public relations. Yet 
merchandise management bears pri- 
mary administrative responsibility for 
the relationship of these resources to 
merchandise sources and to potential 
consumer demand, operating in accord- 
ance with the firm's merchandising 
policy, formal or informal. 

The above definition of retail mer- 
chandising admittedly leaves much un- 
said about a very complex process. 
Table 1, “A Guide for Constructing a 


Merchandising Policy for a Retail 
Firm,” sets forth many ramifications 
of such a policy and thus illustrates its 
composition in some detail. The guide 
can serve to build a new merchandising 
policy or check on one already in use. 

In retailing, as in other administra- 
tive situations, “a policy is a general 
plan of action that serves as a guide in 
the operation of a company.” * When 
a policy is clearly understood through- 
out an organization, major executives 
can delegate duties to subordinates 
with some confidence that there will be 
consistency of action. All too often in 
retailing, policies (particularly mer- 
chandising policies) are not clearly 
defined by top management. Thus each 
decision is based on the personal policy 
of the executive involved, or even upon 
a whim of the moment. To achieve 
any degree of consistency in the execu- 
tive decisions of a large firm, a policy 
must be verbalized. 

Robert H. Johnson, in Retail Poli- 
cies: Their Selection and Application,® 
has suggested that a sound retail policy 
should include the following: 


—It should facilitate attainment 
of the firm’s objectives 

—It must be a planned develop- 
ment rather than the result of 
opportunistic decisions 

—It should be clear and definite 

—It should encourage consistency 
in the operation of the business 

—It should lead to the develop- 
ment of a clear-cut character, or 


7 William H. Newman and James P. Logan, Busi- 
ness Policies and Management, 4th ed. (Cincinnati: 
South-Western Publishing Company, 1959), p. 79. 

8 Robert H. Johnson, “Retail Policies: Their Se- 
lection and Application,” Max D. Richards and 
William A. Nielander, Readings in Management 
(Cincinnati: Southwestern Publishing Company, 
1958). 
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personality, for the establish- 
ment 

—It must have a certain degree of 
flexibility 


Construction of Merchandising 
Policy 


In a store already operating, it is 
possible to build a merchandising pol- 
icy from the bottom up or from the 
top down. In building from the bottom 
up, management analyzes existent 
operations and practices in order to 


arrive at a concept which tends to unite 


and explain current practices. Speed 
and starting from the known are ad- 
vantages here. A disadvantage is that 
current operations often do not add up 
to a clear, uniform policy, but instead 
to a confused mélange. 

In the top-down approach, basic 
guidelines are laid down by top man- 
agement. The details of operating pro- 
cedure are filled in by department 
heads to accord with the overall princi- 
ples. Thus the merchandising policy 
is built in accord with an overall plan. 
Yet this approach is time consuming 
and may leave certain current opera- 
tions (including some very successful 
ones) at variance with the broad policy 
laid down by top management. The 
alternative then may be either to 
change these operations or accept them 
as exceptions to the general policy, 
either temporarily or permanently. 

Because individual executives and 
firms differ, there is no single or best 
way to construct a merchandising pol- 
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icy. But one thing there must be— 
TWO-WAY COMMUNICATION 
between top management and lower- 
echelon executives. In most firms, top 
management will focus on basic guide- 
lines ; then have subordinate executives 
suggest how to implement these guide- 
lines in detail; and finally reintegrate 
the specific recommendations into over- 
all policy. 

Table 1 divides a merchandising pol- 
icy into seven areas. A ranked order 
of concentration is suggested from top 
management to lower-echelon manage- 
ment. Thus Area I would be almost 
entirely within top management’s 
realm of decision making. It is termed, 
“Basic Decisions Concerning Kind of 
Business.” Area VII, “Organization 
and Personnel,” is at the other end of 
the scale and would be set largely by 
middle management. 

Because the various segments of a 
retail merchandising policy intertwine, 
some repetition and overlapping is in- 
herent in the simplified outline form 
of Table 1. Completeness, moreover, 
was not an objective in devising this 
guide. The questions and explanations 
about certain policy segments (gen- 
erally in parentheses) are merely 
suggestions. 

Each type of retail business is dif- 
ferent, and each individual firm will 
naturally adapt the guide to its own 
needs. Yet a company that cannot 
clearly state the major components in- 
cluded in the table lacks the fulcrum 
of any successful firm—a clear and 
consistent merchandising policy! 








Trading Area Networks and 
Problems of Store Saturation 


WILLIAM APPLEBAUM AND SAUL B. COHEN 


Graduate School of Business Administration, Harvard University, 
and Boston University 


Part II of a Series on Store Trading Areas 


Trading Area Hierarchical 
Networks 


Within a given market, each store 
acts as the focus for a particular trad- 
ing area. The pattern of the network 
formed by the trading areas of all 
stores serving a market is intricate. 
This intricacy results from: (1) the 
overlap of trading areas of stores of 
the same type, and (2) the super- 
position of different orderings of trad- 
ing areas. 

Two forces in particular influence 
the pattern of store trading area net- 
works. One force is the central place 
role of each store. Losch and others 
have stated that market areas for the 
same branches of business resemble 
even-meshed nets of hexagons; also 
that stores serving these networks tend 
to be as close to their population centers 
as possible.* 


1 August Lésch writes, “The market networks for 
nonagricultural enterprises are widely spread out in 
space ... ‘belts’ disturb our theoretical economic 
geometry much less than districts do, for example.” 
Lésch, The Economics of Location (New Haven: 
Yale University Press, 1955), p. 372. 

Edgar M. Hoover states: “There is an internal 
contradiction in Liésch’s theory. The hexagonal mar- 
ket (or supply) areas he made assume a uniform 
density of demand (or supply); but once he has 
established his concentrations of production, demand 
and supply are thenceforth not uniformly distributed 


The second force—in a sense a 
counter-force—comes from the com- 
peting facilities. While stores in the 
existing trading area seek to find a 
“gap” large enough for successful in- 
vestment, such “gaps” cannot always 
be found. Therefore, a forward-look- 
ing merchant will seek to create a new 
arrangement of networks in the market 
area. That is, he seeks new locations 
on modern transportation arteries, more 
frequently focal, but at times eccentric, 
to the existing population. 

The site requirements, generally, 
can be found only on highway locations 
and large tracts of land suitable for 
shopping centers. The center generates 
enough merchandising power to create 
a new trading area of considerable 
magnitude. As the number of such 
new store trading areas is multiplied, 





any more and the hexagons ought to be of different 
sizes and shapes,” correspondence with the authors, 
December 1959. 
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a new network of trading areas is 
created. 

As stated, the problem of finding 
“gaps” in the existing arrangement is 
complex. One company may consider 
a gap to exist when 20 percent of an 
entire market area is not served ade- 
quately by existing store facilities. An- 
other company, however, may have a 
policy of building only high-volume 
stores. Thus it will not be satisfied 
that a “gap” exists in this market until 
the available “surplus” (potential) is 
sufficient to meet its accepted volume 
needs. 

As competitive conditions change, a 
company with a number of established 
stores in a given market is certain to 
lose ground in some of its locations. 
Hence, it must grow elsewhere, or face 
decline, possibly even disaster. For a 
business enterprise survives only when 
it can sustain dynamic growth from its 
own resources by generating profits. 
Dynamic growth means keeping pace 
with changes in market opportunity ; 
it also means changing physical facili- 
ties to keep pace with competition. A 
business, therefore, must rejuvenate 
itself by replacing its outmoded facili- 
ties and must increase in size through 
building additional facilities. 

To summarize, the growth of a busi- 
ness enterprise can take place in two 
ways: (1) by expansion into com- 
pletely new territories, and (2) by 
filling existing “gaps” or rearranging 
trading area networks. There is a dis- 
tinction, however, between creating on 
the one hand new store trading areas 
that mesh in with existing trading 
areas, and on the other hand new store 
trading areas that overlap or lie com- 


pletely within existing store trading 
areas. Under the former condition, 
store trading area networks are filled 
in “harmoniously”; under the latter, 
complete “surgical” rearrangements 
occur. 


Planned Shopping Centers 


The hierarchy of store trading area 
networks in the Anglo-American city 
has been made more complex by the 
spectacular post World War II growth 
of suburbia and the advent of the 
planned shopping center. Utilizing the 
authors’ classification, Figure 4 pre- 
sents this hierarchy schematically. This 
diagram indicates that while commu- 
nity and neighborhood planned shop- 
ping centers are found between regional 
shopping centers and the C.B.D., usu- 
ally only neighborhood planned shop- 
ping centers are found on the outward- 
facing side of the regional shopping 
center. This is due to sparser popula- 
tion density on the outward side of the 
regional shopping center, and corre- 
spondingly, also fewer “interceptor”’ 
locations. 

Two remarkable facts about planned 
shopping centers are: (1) the ease 
and speed of their emergence within 
the market area, and (2) their impact 
upon new and existing shopping facili- 
ties. Either real estate developers or 
retailer-owned real estate enterprises 
are primarily responsible for the 
planned shopping center. These are 
men and firms with force and deter- 
mination who have promoted and 
effected concentrations of modern shop- 
ping facilities almost overnight. 

These new shopping concentrations 
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may have either good or bad effects 
upon the retail structure of a city, but 
certainly the effects are profound. The 
impact of new planned shopping cen- 
ters on older store facilities, particu- 
larly the C.B.D., varies considerably 
with three factors: 


1. Growth of population and the 
corresponding need for new store 
facilities 

2. Relative amount and kind of 
new store facilities provided by 
planned shopping centers 

3. Response and counter-meas- 
ures taken by merchants operating 
existing older store facilities to 
meet the new competition 


The relative importance of the C.B.D.’s 
share of the total retail sales in metro- 
politan areas is adversely affected by 
the competition of the planned shop- 
ping centers. 

The planned shopping center can up- 
set equilibrium as it competes with 
older facilities. But it can also upset 
equilibrium by forcing retailers to con- 
centrate new facilities rather than to 
spread them uniformly. In smaller 
cities, in particular, leading retailers 
may not be enthusiastic about a planned 
shopping center, but also may not dare 
to stay out of the development. 

Furthermore, a developer may insist 
on having two of the same type stores 
in a shopping center. Thus, even 
though an operator may prefer another 
location or may desire to wait for fur- 
ther population growth, he may enter 
the shopping center to keep a competi- 
tor out. Result: overstoring or poor 
distribution of retail facilities within 
the market. 

In general, the larger the retail dis- 
trict, the greater the percent of retail 


Winter 1961-1962 


sales to total sales obtained by shopping 
goods establishments in that district ; 
the smaller the retail district, the 
greater the percent of sales obtained by 
convenience goods stores. The pattern 
of store trading area networks is one 
in which the C.B.D. has been com- 
pletely superimposed upon the entire 
metropolitan area. Secondary business 
districts attempt to compete with the 
C.B.D., and their smaller trading areas 
lie within that of the C:B.D. The string 
developments that adjoin the C.B.D., 
with their heavy emphasis on automo- 
tive and furniture stores, duplicate the 
C.B.D. in the total coverage of the 
metropolitan area, just as “strips” ad- 
joining the secondary business districts 
duplicate the latter. 

Within this framework are the con- 
venience neighborhood or isolated 
stores whose small trading areas form 
“islands” within the trading areas of 
greater magnitude. 

Few planned shopping centers have 
been built in association with other 
business activities—large numbers of 
offices, wholesaling and manufacturing 
plants. Consequently, even the largest 
of the regional planned shopping cen- 
ters cannot exert a power of penetra- 
tion commensurate with that exerted 
by the competing C.B.D. For the 
C.B.D. has superimposed its trading 
area on the trading areas of other 
planned shopping centers of lesser 
magnitude. 


Store Saturation and Market 
Equilibrium 
Store saturation of a market is a 


condition under which existing store 
facilities are utilized efficiently and 
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adequately meet customer needs. Satu- 
ration exists for a given type of store, 
when,a market has just enough store 
facilities of a given type to serve the 
population of the market satisfactorily 
and yield a fair return to the owners 
on their investments without raising 
prices to the customer to achieve this 
return. When a market has too few 
stores to provide satisfactorily the 
needs of the customer, it is under- 
stored. When a market area has too 
many stores to yield a fair return on 
investment, it is overstored. 

Saturation as defined here, implies 
a balance between the amount of exist- 
ing retail store facilities and their use 
(which in turn is a reflection of need). 


Static and Dynamic Equilibrium 


Such a condition is ephemeral, for 
balance between facilities and their use 
cannot be rigidly maintained in an in- 
herently dynamic situation. Additional 
facilities or changes in merchandising 
techniques or in the geographical en- 
vironment will upset the balance. 

The tendency is for stores of the 
same type to equal each other in size 
insofar as market opportunities will 
permit. Such equality in size becomes 
a competitive offensive and defensive 
necessity to satisfy customers and to 
achieve optimum operating and/or mer- 
chandising efficiencies in a given mar- 
keting environment. If all companies 
expand store facilities beyond the needs 
of the market, then a situation is 
created where all have lowered their 
productivity in terms of sales per 
square foot of selling area. 

Disturbance in equilibrium may oc- 
cur if anticipated population increases 


fail to materialize or if an area is 
depopulated. It may take place if there 
is a basic change in the transportation 
pattern, opening the existing trading 
area to outside competition. It may 
occur if customer shopping habits, such 
as mode and frequency of travel, alter 
radically. 

If the balance between need and 
availability of store facilities is restored 
without appreciably altering the exist- 
ing trading area pattern, then the 
period of imbalance can be described 
as one of short-run disequilibrium. 
Such a restoration of balance occurs in 
situations of understoring through the 
building of additional store facilities 
to keep pace with population growth. 
This can take place in fast-growing 
suburban areas where subdivisions of 
a few thousand homes may spring up 
“overnight.” It can also take place in 
mature areas, such as the inner por- 
tions of central cities that become en- 
gulfed by the immigration of younger 
persons with large families: for ex- 
ample, in cities in the northern United 
States which receive annually thou- 
sands of Negroes and whites from the 
South. Such restoration can occur un- 
der conditions of overstoring through 
growth of population, or through the 
elimination of some unprofitable fa- 
cilities. 

At times, however, the balance be- 
tween the availability of, and need for, 
facilities can only be restored through 
innovations in facilities, through vastly 
improved uses of existing facilities, or 
through changes in merchandising 
techniques. These “revolutionary” 
changes usually seek lower operating 
costs, and/or greater customer satis- 
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factions—either in the form of lower 
prices, a more pleasing shopping en- 
vironment, or increased services. The 
period of imbalance that marks such 
changes will be one of long-run dis- 
equihorium, 

As innovations in facilities and mer- 
chandising techniques enter the scene 
(see Figure 5), networks of new trad- 
ing area patterns are introduced. This 
process was set in motion both: (1) as 
grocery stores gave way to supermar- 
kets, movie houses to drive-in theaters, 
corner gasoline stations to super-service 
stations, dry goods stores to self-service 
general merchandise stores, and drug- 
stores to super-drugstores ; and (2) as 
planned shopping centers emerged in 
competition with older business dis- 
tricts. 

When saturation or balance is re- 
stored under short-run conditions, the 
equilibrium that is established might be 
described as static equilibrium. When 
balance is restored under long-run con- 
ditions, the equilibrium might be de- 
scribed as dynamic equilibrium. 

The authors, in viewing the pattern 
of the location of retail facilities 
through a system of equilibrium, con- 
sider the following elements among the 
disturbing factors that constantly oper- 
ate within the environment to upset 
equilibrium: population change, ac- 
cessibility change, merchandise assort- 
ment change, purchasing power change, 
demand change, retail facility change, 
shopping and buying habits change, 
concepts of profitability margin or re- 
turn on investment change. As these 
elements are operative, they bring 
about conditions representing either a 
lack or an excess of needed store fa- 
cilities. The periods of imbalance, or 


disequilibrium, are lengthy ; saturation, 
the point of equilibrium, is brief in 
time and in space. Yet it is equilibrium 
that is the basis for an orderly ar- 
rangement of patterns of retailing fa- 
cilities, for it is the constant goal (see 
Figure 6). 


How to Measure Saturation 


How to measure saturation is a mat- 
ter of professional interest to econo- 
mists, geographers, and city planners, 
and of practical concern to business- 
men. Several approaches can be taken : 


1. Number of persons per retail 
establishment. The national or 
regional norm of the number of 
persons per specific type of store 
is calculated from available cen- 
sus or other statistical data. Simi- 
larly, the number of people for 
the same type of store is cal- 
culable for the given market ; the 
figure thus obtained is compared 
with the national or regional 
norm to measure saturation. 

2. Available retail expenditures per 
retail establishment. The number 
of persons times per capita retail 
expenditures for specific types 
of goods is calculated for the 
given market. The figure ob- 
tained is compared with national 
or regional averages. There are 
many difficulties in using this 
measurement: No allowance is 
made for differences in store size. 
Average purchasing power dis- 
guises too many relevant factors. 
Different income groups may buy 
different things or in different 
amounts. People buy different 
goods at different times in their 











TRADING AREA NETWORKS 39 


Equilibrium 
Schematically Presented . 
7 





a Point of 2 
Equilibrium ie 





Supply of 
Store Facilities 








o- 
=” 


a 





- rm 
e-— or 
ad a Need ; 





lives; thus, the same number of 
toy stores serving a youthful 
population will provide an excess 
of facilities to this population as 
it ages. 

Number of persons per store 
front footage. The data for a 
given market are compared with 
averages determined in other 
studies, made mostly by city plan- 
ners. This does not take into 
account multiple story facilities. 
Store frontage without store 
depths is not a true index of 
store area, and city blocks do 
differ in depth. Frequently, in 


However, lack of vacancies may 
not mean the converse, because 
many stores do not use their 
space fully or effectively. 

Sales per square foot of selling 
area. This, in the opinion of the 
authors, does measure produc- 
tivity and degree of efficiency of 
use of space. Therefore, it is 
suggested as the basic measure 
of saturation. (The use of sales 
per square foot of total store 
area gives lesser comparability 
than sales per square foot of 
selling area. ) 


There are capacity norms of selling 


older areas, stores expand their 
frontage but do not expand their 
depth correspondingly ; whereas, 
in newer areas buildings can be 
extended’ in depth more readily. 
4. Ratio of store vacancies to total 


area productivity for various types of 
retail business. Related to these sales 
capacity norms are rentals and other 
operating costs. 

As with all standards, there are diffi- 
culties in using the sales per square 
stores. This can be measured on foot of selling area measure. Some of 
the basis of number of vacant these difficulties are: 
stores or vacant floor area. Many 1. 
vacancies imply  overstoring. 
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Differences in company policies, 
among enterprises within the 
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same type of retailing, result in 
variations in the percent of total 
store area devoted to selling area. 
Some companies, for various 
operating reasons, devote more 
store space than others to stor- 
age, preparation of goods, office 
use, etc. 

Changes in price index require 
statistical adjustments of per 
capita sales figures for compara- 
bility. 

Differences and changes in the 
merchandise mix (i.e. variety 
and quality of type of goods) 
handled also require weighting 
of measurement standards. If 
one store devotes 15 percent of 
its space to slow-moving mer- 
chandise, and a second store only 
5 percent, then sales per square 
foot of selling area are not 
strictly comparable unless ad- 
justment is made for the differ- 
ence. Quality differences present 
a similar problem. In either case 
available information may not be 
adequate to avoid some margin of 
error. 

Because of differences in number 
of hours per week that stores are 
open for business, some stores 
use their selling facilities more 
intensively timewise than other 
stores. While sales productivity 
per square foot is stepped up by 
the more intensive use of store 
facilities, normal sales become 
more spread out or diffused ; thus 
the additional operating expenses 
incurred may exceed the gains 
from higher sales per square foot. 
To make meaningful measure- 


ment adjustments for these dif- 
ferences is a complicated task. 

5. Finally there are differences in 
merchandising methods. Self- 
service merchandising generally 
means a more rapid turnover of 
goods and higher sales per square 
foot of selling area than service. 
Mail-order business can be done 
from a desk with little or no 
merchandise on the premises. 
Similarly, sales to customers over 
the telephone require little sell- 
ing area. In using sales per 
square foot of selling area as a 
measurement of store saturation, 
judicious allowances must be 
made for these complicating 
factors. 


In spite of these difficulties, sales per 
square foot of selling area remains the 
most significant broad guide to store 
productivity. The smaller the sales 
area in relation™to sales, the less the 
land, building and fixture investment, 
the less the inventory on display and 
hence greater turnover. Correspond- 
ingly, employees need to take fewer 
steps, and customers require fewer 
steps to complete their purchases. 
Thus, higher sales per square foot of 
sales area means greater return on 
investment. 

Attempts have been made to measure 
productivity on the basis of profits per 
square foot of selling area, or on the 
basis of potential sales per square foot 
of selling area. The former, however, 
requires too many adjustments to make 
the measure meaningful for compara- 
tive analysis; the latter is unrealistic 
for practical application. 
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Understoring, Overstoring, and 
Saturation 


In a given area a situation of under- 
storing exists under the following con- 
ditions : 

1. Where sales per square foot 

of selling are unusually high 

2. Where customers must travel 

farther than they want to travel 
in order to shop 

. Where shopping conditions are 
too crowded and too slow 


When the reverse is true, overstoring 
exists. 

Understoring, saturation, and over- 
storing for a given type of store occur 
on two levels: for the group as a 
whole and for specific companies within 
the group. Thus, in a given self-con- 
tained market area of 500,000 persons, 
there might be 400,000 square feet of 
department store selling area; annual 
sales might average $125 per square 


foot. Since $100 per square foot of 
selling area is the generally accepted 
capacity norm for department stores, 
the market area could be regarded as 
understored. 


If, however, within this market area, 
one company already accounts for one 
quarter of the total department store 
sales, then the company might consider 
the market saturated with respect to 
itself. Few departient store compa- 
nies seek more than 30 percent of the 
total market in metropolitan areas of 
this size. 

For each company, there is a dimin- 
ishing return on investment if it seeks 
to obtain too great a share of the 
market. For when this occurs, compe- 
tition reacts through expansion of fa- 
cilities or stronger merchandising. The 


Winter 1961-1962 


company in question, then, to hold its 
share of the market, must increase 
services or lower prices, thus reducing 
its return on investment. 

Saturation, as expressed by share of 
market goals for individual companies, 
varies with the strength and philosophy 
of the company and with the general 
market area being served. In larger 
metropolitan areas, some chain depart- 
ment store companies set 20 percent 
of the market as saturation, while in 
smaller metropolitan areas saturation 
is set at 30 percent. Similarly, chain 
supermarket companies set their satu- 
ration goals for nonmetropolitan areas 
at 25 to 30 percent of the market, and 
at 10 to 15 percent of the market in 
large urbanized areas. This difference 
springs from two considerations: (1) 
the amount of sales needed to support 
a modern store facility in nonmetro- 
politan areas can be achieved only by 
getting large per capita sales; (2) in 
metropolitan areas there are usually a 
number of strong companies competing 
with each other and the sales are di- 
vided more evenly among them. 

Within a given market, saturation 
for individual companies can vary with 
company policy. In some cases, satu- 
ration is established by set minimum 
store sales goals for new stores. If the 
gaps between or within existing trading 
areas do not promise such minimum 
sales, then the market is overstored for 
this company. 

Because of a desire to add store fa- 
cilities, a company may be willing to 
lower its yardsticks for saturation. 
This desire may be based on a number 
of considerations : 


a) To gain better purchasing 
terms 
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b) To provide or make better use 
of warehousing facilities 

c) To provide more retail outlets 
for its own manufactured 
goods 

d) To reduce relative costs of ad- 
vertising or store supervision 

e) To anticipate future store 
space requirements for han- 
dling additional lines of goods 


Scrambling of Merchandise 


If all retail stores sold the same 
goods in the same manner, then the 
conditions for market equilibrium 
would be met by small, compact trading 
areas surrounding each store. The 
stores would be uniformly spread, in- 
sofar as the distribution of population 
and lines of transportation would per- 
mit. Instead of there being a more or 
less uniform spread of stores, all of 
these general retail facilities could be 
clustered in a compact belt. But this 
has not happened. Rather than serving 
as general stores for all goods, retail 
stores have specialized along particular 
lines, benefiting from specialized facili- 
ties, merchandising skills, and opera- 
tional techniques. 

The customer's choice of specialized 
offerings of goods versus generalized 
offerings is the basis for store trading 
area differentiation. The fewer the 
number of stores that carry the same 
item, the more extensive are their trad- 
ing areas. The less frequent the num- 
ber of visits needed to replace an item, 
the more extensive will be the trading 
area from which these customers come. 
Conversely, the more the number of 
stores that carry the same item, and 
the more frequent the number of cus- 
tomer visits needed to replace these 
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items, the less extensive the trading 
area. 

In the United States, specialized 
stores have recently tended to scramble 
their merchandise mix by taking on 
lines traditionally sold by other types of 
retail outlets. Thus, self-service dry 
goods stores have taken on appliances ; 
super drugstores have extended lines to 
include variety, hardware, and general 
merchandise ; supermarkets have added 
health and beauty aids, housewares, 
garden supplies, and are now expand- 
ing into soft goods. Sometimes the 
scrambling leads to expansion of the 
market, sometimes not. 

Two forces intensify scrambling: 
(1) economy of scale derived from 
having larger buildings, larger parking 
lots, and a wider variety of goods that 
can be sold under one roof; (2) the 
planned shopping center that stimulates 
excluded stores to try to duplicate the 
pattern of one-stop shopping and thus 
offset the “monopoly” positions granted 
to national and regional chains by the 
center developers. Independent mer- 
chants and small chains are now build- 
ing combination food and general mer- 
chandise stores or discount stores on 
the fringes of the shopping center. 

Scrambling of merchandise occurs 
also in stores located within planned 
shopping centers through duplication 
of lines carried. Half a dozen stores 
within a shopping center may devote 
space to the same types of goods, fre- 
quently of the same brands or varying 
little, if any, in quality and price. By 
associating with their successful neigh- 
bors, the independent merchants seek 
to secure a larger share of the custom- 
er’s expendable income. 
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There are, of course, limitations to 
scrambling, such as cost of operation, 
space, merchandise knowledge, restric- 
tion or other means of regulation 
(liquor permits, zoning ordinances, 
lease restrictions to the sale of goods). 

Scrambling of merchandise also 
leads to wider selection, more attractive 
pricing, and better presentation. But 
in the long run, if scrambling is to lead 
stores outside shopping centers to 
duplicate shopping centers, or shop- 
ping centers to try to duplicate one 
another by appealing to the same types 
of customers through the same lines 
of medium- to high-priced merchan- 
dise, then store locations, as a whole, 
will take on a more uniform distribu- 
tion pattern. 


Competition and Market 
Equilibrium 

The behavior of a competitor who 
miscalculates and overbuilds can create 
disequilibrium. A powerful competitor 
who overbuilds can ruin others. A 
weak competitor who miscalculates can 
ruin himself. 

Mergers are frequently considered 
a vehicle for resolving or averting 
problems of overstoring in a market 
area. This solution works well if the 
store facilities added by the acquiring 
firm can be used efficiently or, if not, 
partly disposed ; otherwise, rather than 
restoring equilibrium, a merger can 
heighten a condition of disequilibrium. 

A change in ownership may disrupt 
equilibrium, not because the new owner 
is weak, but because some of the added 
facilities cannot be used effectively. 
Two factors make it increasingly diffi- 
cult for one chain to absorb a second 
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without acquiring duplicatory or other- 
wise inefficient store facilities. These 
are: (1) competitive stores are being 
located within shopping centers, and 
close to each other on highways; (2) 
bigger stores are being built with more 
extensive trading areas and more over- 
lap with competition. 

New building programs and/or re- 
shuffling of store ownership result in 
a change in the balance between avail- 
able store facilities and their use. 
Building programs can be either boons 
or detriments, and there is never a 
perfect merger. 


Conclusion 


Changes in store facilities, merchan- 
dising, and services are the means by 
which dynamic equilibrium is main- 
tained by a retailing society. Addition 
to existing facilities is the method by 
which static equilibrium is maintained. 

In general, the more regulated the 
society, the greater the possibilities of 
freezing store facilities and trading 
areas. The more competitive the so- 
ciety, the more change is likely, shak- 
ing up the equilibrium and hastening 
the process of new store adjustments. 

Government and political influences 
can be put to positive use. They can 
serve to induce or anticipate change. 
In the United States, where zoning 
and licensing may prevent builders 
from bringing changes onto the scene, 
these can also serve to encourage the 
development of new and needed shop- 
ping facilities. In new towns in Eng- 
land a planning process is also used to 
anticipate changing needs. 

(Continued on page 55) 








Attitude of College Students 
Toward Retailing as a Career 


Professor of Business Organization 
University of Maryland 


With 12 to 15 percent of the em- 
ployed people in this country engaged 
in retailing, opportunities for young 
executives in the field are high. Yet 
only 30 percent of retail employers 
who reported recently * on their college 
recruitment programs found students 
inclined toward retailing as a career. 
To explore this discrepancy, the author 
surveyed a sample of 393 students. A 
companion survey explored the sala- 
ries, rates of advancement, and work- 
ing conditions in retail firms which 
have an announced policy of recruiting 
college graduates. Student opinions of 
the industry were compared with con- 
ditions reported by the firms to deter- 
mine whether misinformation exists 

. . and if so, where, and why. 


The Student Sample 


Only those students were questioned 
who planned a career in some area of 
business. They were distributed almost 
evenly among the freshman, sopho- 
more, junior, and senior classes of the 
College of Business and Public Ad- 


1 Data based on statistics from the Department 
of Commerce, Office of Business Economics, 1959. 

2The study will be described in detail later. 
Though graduate students in retailing naturally ex- 
pressed interest in their chosen field, others revealed 
the opposite. 


ministration, University of Maryland. 
While a majority were business ad- 
ministration majors, some represented 
other colleges of the campus. Among 
the respondents, men outnumbered 
women by a _ ten-to-one majority. 
Sixty-nine percent of the students were 
between the ages of 18 and 22; the 
remainder were over 22. Forty-six 
percent came from towns of under 
100,000 population and from rural 
areas. Fifty-four percent came from 
cities of over 100,000, many from the 
metropolitan areas of Washington, 
D.C., and Baltimore. About half of 
the students held some type of part- 
time job. 

In reporting the occupation of the 
father 19 percent cited skilled or ordi- 
nary labor ; 23 percent said supervisory 
or staff management; 12 percent were 
employed in federal or state govern- 
ments ; 11 percent in sales and adver- 
tising ; and 8 percent in retailing. The 
remaining areas of employment in- 
cluded professional and miscellaneous 
categories. Relative to family income, 
5 percent reported a family income of 
$5,000 or less ; 44 percent from $5,000 
to $10,000; 25 percent from $10,000 
to $15,000; 11 percent from $15,000 
to 20,000; 15 percent reported family 
incomes over 20,000. Thirty-five per- 
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cent said that the mother worked out- 
side the home. As for education, 36 
percent of the fathers had attended 
college and 26 percent of the mothers. 
Twenty-one percent of the fathers had 
graduated from college, and 13 percent 
of the mothers. This sample represents 
a reasonable cross-section of students 
interested in business careers, and en- 
rolled in state universities at each of 
the four class levels, freshman through 
senior. 

Students participated on a voluntary 
basis. The completed questionnaires 
were submitted anonymously. To fur- 
ther encourage objectivity, the survey 
was conducted as a general study of 
attitudes on business careers. Any 
questions on retailing were integrated 
as part of the broader survey. 


SURVEY OF STUDENTS 
Career Plans 


Forty-four percent of the students 
said they had definitely chosen their 
careers. Thirty-seven percent reported 
tentative plans. The remaining 19 per- 
cent reported no plans at all. Thirty- 
nine percent of the freshmen and 
sophomores reported definite plans, as 
did 48 percent of the juniors and 
seniors. Though it must be remem- 
bered that two thirds of the respond- 
ents were 22 years old or under, the 
indecision shows a strong need for 
vocational counseling. Otherwise grad- 
uates will experiment later at the ex- 
pense of their first employers. 

The majority of the “decided” stu- 
dents preferred staff positions in ac- 
counting, personnel, and advertising. 
Yet nonretail positions, as in insurance 
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and real estate, ranked high, as did 
supervisory management in manufac- 
turing. Of the 393 students surveyed, 
only 5 percent planned to enter retail- 
ing. Even among these, a considerable 
number said that retailing was the 
family business and this fact affected 
their decision to enter. 

Those interested in retailing thought 
mostly of retail store management. 
Perhaps many who sought accounting 
and personnel management careers 
would consider employment in a retail 
firm. Since 89 percent of the students 
knew of such staff positions in re- 
tailing, it was even more surprising 
that such a small percentage planned 
to enter this field as a career. 

Contrary to a general impression, 
the college students surveyed here did 
not show an inflated idea of salary 
possibilities after receiving their de- 
gree. Seven percent envisioned a start- 
ing salary below $350 per month; 51 
percent expected between $350 and 
$450; 36 percent between $450 and 
$550, and 6 percent over $550. Asked 
about hoped-for earnings after ten 
years (assuming the price level re- 
mains as present), 47 percent estimated 
under $10,000. An additional 26 per- 
cent estimated between $11,000 and 
$14,000. Twenty-two percent thought 
they would earn more than $15,000 per 
year, and 5 percent stated that they 
had no thoughts on future earnings. 

The students were confronted with a 
list of factors normally considered in 
choosing a job and asked to pick the 
one which would weigh most with 
them. These factors included: loca- 
tion, starting salary, job security, op- 
portunity for advancement, personal 
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liking for the type of work, job pres- 
tige, working conditions, such as hours 
per day. For the first consideration, 
40 percent chose opportunity for ad- 
vancement; an additional 40 percent 
chose personal liking for the type of 
work. The remaining 20 percent di- 
vided among the other factors. Only 6 
percent listed starting salary as of first 
importance. The answers on the whole 
showed that some thought had been 
given to the matter. 


Attitudes Toward Retailing 


When asked if they had ever con- 
sidered retailing as a possible career, 
51 percent said yes. Since only 5 per- 
cent intended to enter the field, the 
majority must have come to negative 
conclusions. Specific attitudes were re- 
vealed in the answers to the questions 
in Table I. 


Ranking of Retail Prestige 


Next, students studied a list of six 
positions and ranked them in order of 
prestige they felt each enjoyed in the 
community. The six positions were 
ranked by the majority in the follow- 
ing order: 


Bank executive—first place 

Manufacturing executive—second 
place 

Insurance executive—third place 

Department store executive— 
fourth place 

Supermarket owner—fifth place 

Government investigator—sixth 
place 

It is significant that 75 percent of the 


students ranked the department store 
executive in fourth place or lower. 


Also 69 percent ranked the supermar- 
ket owner in either fifth or sixth posi- 
tion. On the basis of the composite 
rating, the department store executive 
ranked fourth, behind the bank execu- 
tive, the manufacturing executive, and 
the insurance executive. The super- 
market owner ranked fifth, beating out 
the government investigator by a small 
margin. 

The attitude revealed in this ranking 
of position, plus the attitudes toward 
the importance of college education in 
retailing, suggests that retailing rates 
less well than it might in our status- 
conscious age. Put differently, the re- 
tail industry may well carry a negative 
image in the minds of most college 
students. Yet current conditions in the 
industry, as borne out by facts sup- 
plied by retail firms, suggest that this 
unfavorable image is not grounded in 
fact. 


SURVEY OF RETAIL FIRMS 


A representative group of retail 
firms was chosen from the College 
Placement Annual, 1960, as having an 
announced policy of hiring college 
graduates for trainees. Firms were 
chosen to represent various fields of 
retailing and various sections of the 
country. Seventeen firms compiled and 
furnished the statistical data requested. 
These respondents included depart- 
ment stores, national dry goods chains, 
a variety chain, large food chains, large 
mail-order chains, and others. 

The resulting facts on starting sala- 
ries and rates of increase are reported 
in Table II. Respondents stated the 
average starting salaries now paid to 
men and to women. They then re- 
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TABLE I 
Student Attitudes Toward Retailing 
Number of 
“Yes” Answers 
Question (Percent) 
Would you expect the starting salary of a college student who enters retailing 
to be— 
Higher than that found in other fields of business....................4.. 8 
Lower than that found in other fields of business....................00.. 40 
About the same as that found in other fields of business................. 52 


Would you expect the rate of advancement for a college student in the field of 
retailing to be— 


Faster than in other fields of business................cceeeeecceeeeeeeees 35 
Slower than in other fields of business................ccceeeeceeecceeees 19 
About the same as in other fields of business................-cceeeeeeces 46 


Would you expect the college graduate who enters retailing to be earning at 
the end of ten years— 


More than he would earn in most other fields of business.................. 29 
Less than he would earn in most other fields of business................. 22 
About the same as he would earn in other fields of business.............. 49 


In your opinion, would you expect a graduate entering retailing to have to 





’ work— 
Harder than in most other fields of business................0ccceeeeeeees 49 
Not as hard as in most other fields of business..................0eeeeeee 6 
About the same as in other fields of business..................00eeeeeeee 45 


For a person seeking a career in retailing, would you consider a college educa- 


tion to be— 

| More important than if he were entering most areas of business.......... 17 
Less important than if he were entering most other areas of business...... 31 
Of equal importance compared to other areas of business................. 52 
1 

} 


TABLE II 


Salary Data for Selected Areas of Employment as Compared to Data 
Reported by Responding Retail Firms (Average monthly salary) 


Employment Starting Salary After Salary After 
Category Salary Five Years Ten Years 
Engineering ..............0eeee08 $510 $682 $849 
PE ac csv deccssedevace 446 629 810 
SS eS abavas scceressdonee oa5a 440 667 820 
General Business ...............- 428 620 799 
Retail Trainees : 
NE Fe ok 4.hbnd ec enthab eke 387 650 1,019 
WOME os bess c0ck taandeseas 312 549 825 


Sources: Frank S. Endicott, “Trends in Employment of College and University Graduates in Business 
and Industry,’ The Diary of Alpha Kappa Psi, Spring 1961, p. 7; and the author’s survey 
of retail firms. (The average salaries for women in retailing are based upon reports from 
nine firms.) 
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ported the average salary received by 
persons in each category who have been 
with the firm for five years but less 
than ten. Finally, they reported the 
average salaries earned by those who 
have been with the firm for ten years or 
more. 

The salaries reported are mean aver- 
ages, and thus there is considerable 
range between the highs and lows in 
each category. As a basis of compari- 
son, the data collected by Dr. Frank S. 
Endicott of Northwestern University 
were used. Through a number of con- 
tinuing studies, Dr. Endicott has as- 
sembled data on areas such as engi- 
neering, accounting, sales, and general 
business. In collecting the data re- 
ported in Table II, he made a survey of 
210 business and industrial firms. The 
salaries reported are mean averages. 

Although the number of participants 
in the survey of retail firms represents 
a relatively small sample, they are 
among the larger retail employers. The 
data are thought to be representative of 
starting salaries and rates of salary 
advancement in the larger firms. 

In addition to the information on 
salaries, the respondents reported the 
length of the average work week for 
management employees. They also re- 
ported the attitudes encountered in 
recruiting trainees among college grad- 
uates. In response to the question 
about hours, they reported forty-four 
hours per week for junior executives 
and forty-six hours per week for ad- 
vanced executives. The data on hours 
worked are perhaps as accurate as that 
obtainable for any executive group. In 
response to the question on attitude, 
30 percent reported that they encoun- 


' tered favorable attitudes. Seventy per- 


cent reported that attitudes were gen- 
erally unfavorable or indeterminate. 

In comparing the average salaries 
reported in the study’ by Dr. Endicott 
with those of our respondents, we note 
several significant factors. The retail 
firms report starting salaries as below 
those in engineering, accounting, sales, 
and general business. After five years 
of employment, however, the average 
salary reported for men in retailing 
compares favorably with the other 
categories. By the tenth year of em- 
ployment, the average salary earned by 
men in retailing is well ahead of the 
highest of the categories reported by 
Dr. Endicott.* Significantly, our sur- 
vey of students showed that 40 percent 
regard opportunity for advancement as 
the first consideration in choosing a 
job. Apparently, then, students are not 
fully aware of the potential in retailing. 

Certain of the respondents com- 
mented voluntarily on problems of re- 
cruiting college graduates. Some of 
the comments follow : 


“Note regional differences: New 
York, New Jersey, Pennsylvania 
attitude generally favorable. New 
England Ivy League type schools 
attitude disinterested. Mid-west, 
better students’ attitude generally 
unfavorable.” 

“Believe students’ _ part-time, 
Christmas, and summer work ex- 
periences in relatively menial posi- 
tions, with little or no attention 
paid to them as future candidates 
for retail executive careers, leave 
a bad taste in their mouths and an 


%It should be noted, however, that some retail 
employment may have been included in the catego- 
ries reported by Dr. Endicott. 


(Continued on page 56) 




















The Honor Roll in Retailing 
at New York University 


A Roster of America’s Retailing Leaders 


CHARLES M. EDWARDS, JR., and HELEN FAITH KEANE 


Dean, New York University School of Retailing and 
Associate Professor of Retailing 





Robert C. Kirkwood 


For more than thirty years the New 
York University School of Retailing 
has been honoring leaders in retailing 
from all parts of the country by con- 
ferring upon them honorary member- 
ship in the Alpha Chapter of the Eta 
Mu Pi Fraternity, the only fraternity 
of its kind in the field of retailing. 
Founded in 1922 in the New York 
University School of Retailing, Eta 
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Mu Pi has grown into a national or- 
ganization. 

In keeping with the high standards 
to which it has adhered since its estab- 
lishment, the Alpha Chapter grants 
honorary membership only to those 
who have made noteworthy contribu- 
tions to the ethics, the science, and the 
practice of retailing. 

When it awards honorary member- 
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ships to men and women of outstanding 
accomplishment in retailing, the Alpha 
Chapter presents to the recipients writ- 
ten citations that summarise some of 
the major facts about their achieve- 
ments. In the belief that the careers 
of these distinguished merchants will 
prove interesting and inspiring to its 
readers, the JoURNAL OF RETAILING 
publishes one or more of these citations 
in each issue. The purpose is twofold: 
(1) to call well-deserved, wider atten- 
tion to the attainments of some of the 
foremost business leaders of our day, 
and (2) to provide a cumulative source 
of information about retailers for ref- 
erence purposes. 

Chosen for recognition in this is- 
sue 1s: 


Robert C. Kirkwood 


As president of the F. W. Wool- 
worth Company, Robert C. Kirkwood 
is the Master Merchant of the Mass 
Market. On the counters of his Wool- 
worth stores, which are truly the show- 
cases of the American way of life, the 
country’s economic and social mores 
are reflected. _ 

A native of Provo, Utah, Mr. Kirk- 
wood has been gainfully employed in 
some manner since the age of six. He 
launched his lifelong career with his 
first full-time job in a local Woolworth 
store, advancing from learner to leader. 
Thereafter the pattern of his progress 
was paradoxically straight up, yet zig- 
zag into all facets of retailing. Today 
his business. horizon comprises not only 
the United States but the whole Ameri- 
can continent, as well as Europe and 
even Africa. His personal horizon, 


too, is as broad as all outdoors—hunt- 
ing, fishing, gardening, golf. 

Since taking presidential office, Mr. 
Kirkwood has broken many of the 
traditional barriers of a variety chain: 
separate cafeterias bear their own 
name; under the guidance of college- 
trained horticulturalists, free-standing 
garden centers grow green thumbs for 
millions of new suburbanites ; racks of 
ready-to-wear for men, women, and 
children change the classical appear- 
ance of counter-top interiors. 

Mr. Kirkwood defines the future 
image of the almost 3,500 Woolworth 
stores as “headquarters for the entire 
home and the whole family.” Not con- 
tent with his ambitious goal, within the 
past fortnight he announced still an- 
other vast retailing venture, a chain of 
discount department stores, a separate 
division of the Woolworth Company. 

While his attention is claimed by 
Wall Street, his success comes from 
his closeness to Main Street. The needs 
of millions are his first concern, from 
fish food to fashion, from candy to 
carpeting. As Woolworth’s products 
run the gamut of America’s grass roots 
taste, Robert Kirkwood becomes the 
social historian of our time, not with 
words but with things. 

Robert C. Kirkwood, at the tender 
age of six you began to demonstrate 
the initiative, the resourcefulness, and 
the integrity that have characterized 
you throughout life. For these and 
other sterling qualities which have 
brought you many well-deserved per- 
sonal and professional triumphs, we 
commend you by conferring upon you 


-an Honorary Membership in the Alpha 
: Chapter of the Eta Mu Pi Fraternity. 














Book Notes 


Market and Sales Potentials, by Fran- 
cis E. Hummel. New York: The 
Ronald Press Company, 1961, vi 
plus 310 pages. $7.50. 


This volume presents various methods of 
calculating territorial potentials for both con- 
sumer and industrial goods. It also describes 
ways in which marketing managers can use 
these data in planning and controlling sales 
activities. The subject matter is divided into 
five parts: (1) Potentials, (2) Basic Back- 
ground Research, (3) Establishing Industrial 
Goods Market Potentials, (4) Establishing 
Consumer Goods Market Potentials, and 
(5) Marketing Planning Using Potentials. 
Charts and tables are used throughout the 
text to illustrate the various concepts. 

Francis E. Hummel is Manager of Market- 
ing for the Bassick Company, a Division of 
Stewart-Warner Corporation. 


THEODORE D. EL”tSwortH 


Planning and Creating Better Direct 
Mail, by John D. Yeck and John 
T. Maguire. New York: Mc- 
Graw-Hill Book Company, Inc., 
1961, xii plus 383 pages. $6.95. 


To create a reaction in his readers, the ex- 
pert copywriter sets up a three-part pattern 
of empathy, motion, and impact. 

Tips on how to do this, as well as how to 
build and update lists, are explored in the 
new and practical book, Planning and Creat- 
ing Better Direct Mail. “Empathy,” the 
authors write, is “Sympathy, the rapport 
created by copy. It is the spirit of copy that 
bridges the chasm between people. Empathy 
is Heart ... Empathy is Balance . . . Em- 
pathy is Insight . . . Empathy is Harmony.” 

“Motion in copy,” they continue, “is mov- 
ing the reader from the state of mind you 
find him in to the state of mind you want him 
in.” Copy, therefore, must be persuasive and 
must flow rapidly. There must be an orderly 
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movement of ideas and the copy must have 
rhythm, both visually and structurally. Ac- 
tive verbs create movement in copy and pro- 
duce good mental imagery. 

“Impact,” Yeck and Maguire explain, “is 
the bounce of the ball, the force with which 
the message hits the reader, the degree to 
which the message penetrates.” The first rule 
is to hit the reader’s senses hard, to select 
words that force the reader to see, feel, smell, 
and taste the product. Another technique for 
impact is a change of pace in the copy (for 
example, “It’s rate ... it’s distingué . . 
oh nuts, it’s darn good’). 

A particularly helpful chapter discusses 
marketing research. Another chapter shows 
how to keep mailing lists up to date with the 
aid of the United States Post Office as well 
as your own clerical staff. 

John D. Yeck is a partner in Yeck and 
Yeck Advertising Agency, Dayton, Ohio. 
John T. Maguire is associate professor of 
Business English at the University of IIli- 
nois, where he teaches a course in direct-mail 
advertising. 

SALLIE SEWELL 


Problems in Retail Merchandising, 5th 
ed., by John W. Wingate, Elmer 
O. Schaller, and Irving Golden- 
thal. Englewood Cliffs, New Jer- 
sey: Prentice-Hall, Inc., 1961, 
335 pages. $4.50. 


The new, fifth edition of Problems in Re- 
tail Merchandising is a pertinent and com- 
prehensive guide for solving nearly every 
type of mathematical probiem confronting 
today’s merchandisers. The authors treat the 
planning, direction, and control of merchan- 
dise operations according to the latest de- 
velopments in the field. 

The up-dated subject matter includes such 
progressive methods as merchandise manage- 
ment accounting and the application of sta- 
tistical rules to stock planning and inventory 
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control. A new feature in this edition is the 
inclusion of discussion problems that encour- 
age the student to go beyond the mathemati- 
cal relationship to consider the underlying 
principles involved. The material coincides 
with the topics covered in Techniques of Re- 
tail Merchandising, 2d edition, 1956; thus 
it may be used as a companion book or by 
itself. i 

John W. Wingate is professor of business 
administration, City College, New York. 
Elmer O. Schaller, is professor of retailing 
and associate dean, New York University 
School of Retailing. Irving Goldenthal is a 
management consultant. 


Rosert G. NEsBIT 


Problems in Marketing, 3d ed., by Mil- 
ton P. Brown, Wilbur B. England, 
and John B. Matthews, Jr. New 
York: McGraw-Hill Book Com- 
pany, Inc., 1961, vii plus 862 
pages. $8.95. 

Users of this Harvard Business School 
case book will welcome the third edition, 
which offers thirty-seven new cases out of a 
total of seventy six, with some of the held- 
over cases updated. In keeping with the 
broad, managerial approach to marketing cur- 
rently in vogue, the third edition has a new 
section on “The Marketing Mix.” Also in re- 
sponse to the current attention being given to 
the consumer as the focus of marketing effort, 
the number of cases on demand measurement 
and consumer behavior has been expanded. 

The section on merchandising, carried in 
both the first and second editions, is now 
named “Product Planning and Policy.” The 
meaning of “merchandising” has always in- 
volved some ambiguity. With this edition, the 
authors forego the usual statements of 
apology for its more correct usage by em- 
ploying the new term, which is appropriate 
enough. 

Compared with the 1957 second edition, 
the third edition contains fewer ca-“s (76 
vs. 78) but is larger in size (122 pages 
more). The authors contend that this has 
made it possible to include “greater detail not 
only on each company’s marketing operation 


but also on the other functional areas which 
impinge on and are affected by the company’s 
marketing strategy.” No doubt broadening 
the framework within which a student must 
develop and support alternative courses of 
action heightens a case’s semblance to reality. 
Nonetheless, the Harvard cases are generally 
quite challenging. Introducing subordinate or 
related “issues” makes the assignment even 
more demanding, and sometimes masks the 
“principles” a case may help illustrate or 
around which a discussion may be de- 
veloped. Those considering the book from a 
retailing standpoint will note that the broader 
treatment helps bring out more explicitly the 
retailer’s position where a case’s “main 
issues” appear to lie elsewhere. On the other 
hand, the number of cases portraying the 
marketing problems of specific retailers has 
been reduced from eight in the second edi- 
tion to five in the third. 

Although, as in previous practice, text ma- 
terial is briefly set forth at the beginning of 
each chapter or section, Problems in Market- 
ing is primarily a book of cases. 


Henry GOMEZ 


Retailers’ Costs of Sales Tax Collection 
in Ohio, by James C. Yocum, 
Bureau of Business Research 
Monograph Number 100. Colum- 
bus, Ohio: The Ohio State Uni- 
versity, 1961, 163 pp. $5.00. 


James C. Yocum of the Bureau of Business 
Research at Ohio State University has com- 
pleted the first study of the actual costs to 
the retailer of collecting sales tax in Ohio. 
Cost of collecting Ohio State sales tax was 
found to average 14.84 percent of the previous 
year’s tax. Eliminating the Ohio stamp plan 
(that is not used in other states), the cost 
was 7.64 percent of tax collections. 

The study is based on a scientific proba- 
bility sample. The facts presented should be 
of great interest to retailers, especially those 
with multiple operations. 

The book details costs associated with 
men’s clothing stores, drugstores, restaurants 
and hotels, grocery stores, department stores, 
variety stores, and hardware stores. 
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Revolution in Retailing, by Christina 
Fulop. London, England: Insti- 
tute of Economic Affairs, Barrie 
and Rockliff, 1961, 47 pages. 50 
cents. 

In this booklet, Christina Fulop urges the 
elimination of resale price maintenance and 
favors the repeal of laws controlling retail 
store hours. Department stores, she states, 
have been standing still since 1950. Resale 
price maintenance and emphasis on brand 
names are responsible for this static position, 
she believes, since they reduce the customer’s 
incentive to travel in search of more favor- 
able pricing. Merchants have been discour- 
aged from discounting both by the resale 
price maintenance laws and the refusal of 
manufacturers to supply them with needed 
merchandise. 

The first two sections of this book cover 
innovations and postwar developments within 
the retailing complex of England. Section 
three examines the “public policy”; i.e., the 
resale price maintenance and retail store acts, 
plus the consumer protection acts and their 
related regulations. Section four sets forth 
recommendations. 

Discount houses in England are described 
as roughly comparable to our West Coast 
“closed door” stores. Merchants who plan 
to “go discount” are handicapped by resale 
price maintenance and the refusal of manu- 
facturers to supply them with needed mer- 
chandise. Shades of American retailing his- 
tory! 

Mail-order firms have been extremely suc- 
cessful in Britain. Sales in 1957 were about 
$600 annually. Mail-order firms in Great 
Britain are somewhat comparable to our 
door-to-door sales firms That is, representa- 
tives sell from catalogues, extend credit, and 
organize clubs. Both branded and unbranded 
lines are sold through this outlet. Miss Fulop 
asks, “Why in a densely populated country 
boasting half-a-million shops, well serviced 
by public transport, and a more widespread 
ownership of cars, should mail-order sales 
be rising?” She answers the question by de- 
scribing the lengths to which mail-order firms 
go to sell quality merchandise and develop 
competent salespeople. 
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Cooperative societies have not been shar- 
ing in the retailing growth. Reasons seem to 
be their lack of success in attracting “first 
class experienced executives” ; their use of in- 
experienced management, an error com- 
pounded by boards composed of members; 
and the continuation of dividend payments at 
all costs. 

Chain stores seem to be growing in Great 
Britain at this time. Having basically the 
same advantages as in America, this type of 
retailing has shown an increase during post- 
war years, both in share of retail sales and 
number of outlets. 

British restrictions on store hours come 
under Miss Fulop’s scrutiny. She believes 
that the repeal of the act limiting the “open” 
time would not lead, as feared, to excessive 
hours for employees. Instead, she believes 
that the pattern of store hours by different 
retailers would change. Unfortunately, Miss 
Fulop did not explore the patterns that have 
emerged in the United States during the re- 
cent tendency to increase store hours and 
number of days open. 

Faulty economic reasoning may be found 
in her discussion of the lack of low rent 
premises in Great Britain as a deterrent to 
the growth of low margin retailing. Perhaps 
she has confused rent as an unavoidable ex- 
pense rather than as a payment for high vol- 
ume location. Using her reasoning, it would 
follow that one of the major reasons for the 
growth of discounting in the United States is 
the availability of low rent land. This is just 
not so. The ability to attract customers in 
such numbers that overhead becomes insig- 
nificant is a more plausible reason. High 
sales per square foot are an indication of this 
ability. 

Davip J. RACHMAN 


Top Management Handbook, edited 
by H. B. Maynard. New York: 
McGraw-Hill Book Company, 
Inc., 1960, xii plus 1,236 pages. 
$17.50. 

The task of managing, as the editor points 


out in his preface, is both an art and a sci- 
ence. Though it is possible, he explains, to 
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identify principles and practices used success- 
fully by managers, the variables in situations 
confronting them are too numerous for easy 
classification. Likewise, the act of managing 
is so personal in nature that there is no “one 
best way” of performing even the simplest 
managerial task. Management, he continues 
is in large part an art. Just as painters 
would not agree that there is “one best 
way” to treat a given subject on canvas, so 
the task of managing will be carried out in 
many different ways, depending on the tem- 
perament, experience, and personal skills of 
the manager, as well as upon the specific 
environment in which he works. 

This volume is termed a “handbook”— 
apparently because the editor, authors, and 
managers, in general, have large hands. 
Since it includes 1,236 pages, it seems to this 
reviewer more of an “Encyclopedia in One 
Volume.” Certainly it brings together in 
convenient reference form the body of knowl- 
edge that has developed rapidly in the past 
few years on the “art and science of manag- 
ing.” The sixty different authors, all of 
whom are top managers of well-known firms, 
describe what they do while they manage. 

The five sections of the volume include: 
The Managing Function; Management by 
Objectives; Managing People; Measurement 
and Control, Managing the Future, Activity 
Area Management; and “Other Aspects of 
Top Management.” 

The editor-in-chief, H. B. Maynard is 
president of Maynard Research Council. Con- 
tributors are managers of large, medium, and 
small companies, who guide a wide variety 
of industries, from extractive, manufacturing 
and processing, to retailing, insurance, and 
service. The one thing they seem to have in 
common is a capacity for creative thinking. 

SALLIE SEWELL 


Studying Customer Image 


(Continued from page 8) 
lems. For them travel time assumes 
relatively less importance than does 
ease of access. 


How should one weight these de- 
terminants of locational convenience 
for the two different groups of subur- 
banites? Predictions based on Reilly’s 
Law might be less accurate than 
guesses because locational convenience 
is an image determined largely by sign 
expectancies posed by traffic barriers, 
physical congestion, and access routes 
not immediately measurable in spatial 
or temporal terms. 

Similar problems appear with mer- 
chandise suitability and value for price. 
(Adequacy of promotion effort and 
store services are further variables 
which have muddied our efforts at 
understanding thus far.) Nevertheless 
we are progressing in understanding 
the dynamics of “birth-death” proc- 
esses and the importance of each of 
the major image dimensions in inter- 
actions under varying frames of refer- 
ence. We have mapped the major 
dimensions of store image and we 
know a good deal about their determi- 
nants. On an item-by-item basis we 
can predict with some accuracy the 
types and exact locations of stores 
people will enter when shopping. There 
is much that we do not know, of 
course, and we have a long road to 
travel before we can meet the manage- 
ment challenge of image. Yet it was 
only a few years back, in 1959, that 
conferees at a round table on cor- 
porate image timidly concluded that 
there really was such a thing—because 
people were able to make distinctions 
between companies.*® 

6 Proceedings of the Fourteenth Annual Confer- 


ence, American Association for Public Opinion Re- 
search, Public Opinion Quarterly, Fall 1959, p. 427. 
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Electronic Data Processing 


(Continued from page 16) 


to decide, after a computer sys- 
tem has been programmed, that 
an investigation of control re- 
quirements is in order. 


Recommendations 


To summarize, when considering 
automation, challenge your present 
procedures. Computers are great and 
useful tools, but not for everybody. As 
a guide to making your decision, ask: 
(a) Is an electronic data-processing 
system the best solution to my personal 
data-processing problem and (b) is it 
economically feasible? The cost differ- 
ential between your present system and 
proposed automation can often be 
closed. And it should be closed before 
you sign an order, because the differ- 
ence—the real saving—is not between 
your present system and the electronic 
data-processing system, but should be 
between the proposed electronic data- 
processing system and the best manual 
system available. 

Next, encourage development of a 
systems department in your store. A 
staff consisting initially of only one 
person is a start that will pay rich 
future dividends. Moreover, when you 
select such a person, do not select 
someone whom you “don’t know what 
to do with,” but one that you “can’t 
spare.” He will pay his own way the 
first year if you have him analyze and 
challenge the present systems. 

Third, consider the possible future 
implications of data processing. All 
that you purchase today may be af- 
fected by data-processing equipment 
that is coming along tomorrow. In- 
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cluded here are registers, imprinters, 
plastic plates, and addressing equip- 
ment. 

Fourth, remember that proper plan- 
ning is the foundation of a good sys- 
tem; proper timing is essential for a 
smooth conversion. Planning must be 
right for procedures, people, physical 
facilities, equipment delivery, conver- 
sion, and cut-over and control. 

The final recommendation is to be- 
come acquainted, but not necessarily 
enamoured with, electronic data proc- 
ess. This new tool of management is 
powerful; it need not be awesome or 
mysterious. 


Trading Area Networks 
(Continued from page 43) 

Acting as regulators or breaks are 
capital limitations and the high invest- 
ment cost in modern retail facilities. 
On the other hand, the basic value of 
land, particularly in inflationary peri- 
ods, as compared to the more ephem- 
eral value of buildings, makes it easier 
to shift retail store facilities to new 
sites and use older sites for other 
purposes. 

To prevent run-away changes in 
store facilities within a competitive so- 
ciety, sound planning by individual 
companies is essential. Such planning 
must evaluate the potential needs of 
the market area as well as anticipate 
store location moves by competitors. 

Assuming that retail society behaves 
rationally (which it must, or face the 
financial consequences), then strong 
and well-informed competition is the 
best agent for maintaining dynamic 
equilibrium within market areas. 
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Attitude of College Students 
(Continued from page 48) 


inaccurate image of career in their 
minds.” 

“Retailing recruiters tend to em- 
phasize negative aspects (hours, 
relocation, pressure, etc.) and 
neglect to outline advantages . . . 
retailers could employ positive 
hard sell in recruiting.” 

“College students are not aware 
of the variety of openings or the 
career oppottunities in retailing. 
They also have an erroneous pic- 
ture of the hours and working 
conditions.” 

“Many college students tend to 
shy away from retailing careers 
because of three principal impres- 
sions: (1) the industry requires a 
great deal of hard work and long 
hours; (2) retailing does not ap- 
pear to have glamour and prestige ; 
(3) advancement is relatively 
slow.” 

“Few students and faculty mem- 
bers know the opportunities in 
retailing . . . about 80 percent of 
the 200 we recruit annually on 
campuses had not thought of re- 
tailing until our intense missionary 
work, literature, and personal con- 
tacts encouraged them to sign up 
for interviews.” 


There were other comments in simi- 
lar vein. At least one respondent felt 
that college professors discouraged stu- 
dents from considering careers in 
retailing. 


* 
‘ 


Summary 

Several significant points emerge 
from this survey. First, the students 
have considerable misunderstanding of 


the conditions and opportunities in re- 


tailing. Second, this misunderstanding 
is harmful to the industry, since the 
number of college students who seek a 
career in retailing is not proportionate 
to the needs of the industry for execu- 
tive trainees. Several lines of action 
are open to retail leaders. 

One, they might undertake a definite 
program of education to let the stu- 
dents know the facts. 

Two, in employing students on a 
part-time basis during holidays, they 
should let them meet executives, learn 
something of managerial activities, and 
gain a favorable image of retail oppor- 
tunities in every possible way. 

Three, retail executives should take 
advantage of opportunities to lecture 
at colleges and to participate in school 
events. 

The value of such action is illus- 
trated by the large firm cited above 
which now hires annually over two 
hundred graduates. What they have 
done, others can do. Also, as more and 
more firms succeed in hiring—and 
effectively utilizing—college graduates, 
the image of retail executives should 
improve. 
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The Challenge 


of 
Discount Houses JOURNAL OF RETAILING 





THE 
CHALLENGE 
OF 
DISCOUNT 


$1.00 per copy 


A reprint of articles on discounting from 
the JouRNAL or ReETamLinG during the past HOUSES 
eight years. Assembled in one easy-to-read 
booklet. Study of discounting from its “secret 
door days,” through appliance selling, to Compiled ant Batted by 
current stress on soft goods. Use of dis- Sallio Sevel 
counting methods by conventional retailers. 


i) 
New Yoan University ScHoot oF RETaiLine 


Send for your copy TODAY. Only $1.00. i 

















1,484. Selected Publications 
for Retailers 


1484 Selected Publications (Plus Supplement for 1950-1956) 
$1.00 each 





A carefully chosen subject listing of books and pamphlets 
Tere eee published in retailing since the beginning of the field’s 








literature. Also an author-title index. 
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For any or ali of the above, use the form below 


( ) Check enclosed ( ) Bill later 
Number of copies 
( ) The Challenge of Discount Houses.......... $1.00 
( ) 1,484 Selected Publications................. 1.00 
( ) Supplement to “Selected Publications”....... 1.00 
( ) Subscription. to Journat or RETAILING....... 3.50 


NEW YORK UNIVERSITY SCHOOL OF RETAILING 
RESEARCH DIVISION—1010 MAIN BUILDING 
WASHINGTON SQUARE NEW YORK, 3, N.Y. 








COLLEGE GRADUATES: 


Invest One Rewarding Year in 
Advanced Study in New York 
to Prepare for an 


Executive Career in 


Management positions await trained cellege gradu- 
ates—<=men and women—in buying and merchan- 
dising, advertising and sales promotion, fashion, 
personnel, store operation, finance and control. 


THE NEW YORK UNIVERSITY SCHOOL OF RETAILING 
SEPTEMBER-TO-JUNE GRADUATE PROGRAM... 


1. Master of Science Degree in 1 Yeor 

2. Practical, Paid Work Experience 

3. Cultural Advantages of New York City 
4. Unlimited Opportunities for Graduates 


New York University © School of Retailing 


180 Weshington Squere fest, New York 3, HY. SPring 7-2000, Ext. 258 





Write for Gradvate Bulletin 
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